OOCKeE 


VOLUME 15 NO. 2 





RELEASES IN THIS ISSUE 





Securities Exchange Act 

Public Utility Holding 
Company Act 

Investment Company Act 


14861 - 14884 


20594 - 20600 
10280 - 10288 


Accounting Series 


Litigation 8436- 8442 


This listing covers releases issued from 6/16/78- 
6/22/78. 


This listing does not affect the legal status of any 
document published in this issue. 





SEC DOCKET INDEX 





VOLUME FOUND IN DOCKET DATED 
Vol. V, No. 15 
Vol. V, No. 16 
Vol. VI, No. 3 
Vol. VI, No. 15 
Vol. VI, No. 20 
Vol. Vil, No.8 
Vol. Vill, No. 15 
Vol. IX, No. 11 
Vol. X, No. 11 
Vol. XI, No.9 
Vol. Xll, No. 12 
Vol. Xlil, No. 11 
Vol. XIV, No. 12 


12/3/74 
12/10/74 
1/8/75 
4/22/75 
5/28/75 
7/22/75 
1/28/76 
5/18/76 
10/5/76 
2/8/77 
7/19/77 
11/29/77 
4/25/78 





SIGNIFICANT ITEMS 








The following rules relate to self-regulatory organi- 
zation rule proposals and/or adoptions. 


34-14862 34-14873 34-14879 
34-14863 34-14874 34-14880 
34-14871 34-14877 34-14881 


34-14882 
34-14883 
34-14884 








JULY 5, 1978 





SECURITIES EXCHANGE ACT OF 1934 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14861/June 16, 1978 


An order has been issued granting the application sub- 
mitted by the Pacific Stock Exchange, Inc. to strike 
from listing and registration the common stock 
purchase warrants (1976 Series) of Consolidated Oil & 
Gas, Inc. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14862/June 16, 1978 


In the Matter of 


NATIONAL SECURITIES CLEARING CORPORATION 
55 Water Street 
New York, New York 10041 


(SR-NSCC-77-11) 
ORDER APPROVING PROPOSED RULE CHANGE 


On November 18, 1977, National Securities Clearing 
Corporation (“NSCC”) filed with the Commission, pur- 
suant to Section 19(b)(1) of the Securities Exchange 
Act of 1934, 15 U.S.C. 78(s)(b)(1) (the “Act’) and Rule 
19b-4 thereunder, copies of a proposed rule change 
which amended the agreements and procedures per- 
taining to the operation of NSCC’s Correspondent De- 
livery and Collection Service. 


Notice of the proposed rule change together with the 
terms of substance of the proposed rule change was 
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given by publication of a Commission Release (Securi- 
ties Exchange Act Release No. 14206, November 23, 
1977) and by publication in the Federal Register (42 FR 
61342) December 2, 1977). No written comments were 
received. 


The Commission finds that the proposed rule change is 
consistent with the requirements of the Act and the 
rules and regulations thereunder applicable to 
registered clearing agencies and in particular, the 
requirements of Sections 17A and 19 of the Act and 
rules and regulations thereunder. 


IT 1S THEREFORE ORDERED, pursuant to Section 
19(b)(2) of the Act, that the above-mentioned proposed 
rule change be, and hereby is, approved. 


For the Commission, by the Division of Market Regula- 
tion pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14863/June 19, 1978 


NOTICE OF FILING OF PROPOSED RULE CHANGE 


BY STOCK CLEARING CORPORATION OF PHILA- 
DELPHIA 


File No. SR-SCCP-78-3 


The Stock Clearing Corporation of Philadelphia sub- 
mitted on May 17, 1978, a proposed rule change under 
Rule 19b-4 which would enable it to represent its 
members as a direct inquirer for the purposes of the 
Lost and Stolen Securities Program as established in 
accordance with Rule 17f-1 (17 CFR § 240.17f-1). 


Publication of the submission is expected to be made 
in the Federal Register during the week of June 19, 
1978. In order to assist the Commission to determine 
whether to approve the proposed rule change or in- 
stitute proceedings to determine whether the proposed 
rule change should be disapproved, interested persons 
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are invited to submit written date, views and arguments 
concerning the submission within 30 days from the 
date of publication in the Federal Register. Persons’ 
desiring to make written comments should file six’ 
copies thereof with the Secretary of the Commission, 
Securities and Exchange Commission, 500 North 
Capitol Street, Washington, D.C. 20549. Reference 
should be made to File No. SR-SCCP-78-3. 


Copies of the submission, all subsequent amend- 
ments, all written statements with respect to the pro- 
posed rule change which are filed with the Com- 
mission, and of all written communications relating to 
the proposed rule change between the Commission 
and any person, other than those which may be with- 
held from the public in accordance with the provisions 
of 5 U.S.C. § 552, will be available for inspection and 
copying at the Commission’s Public Reference Room, 
1100 L Street, N.W., Washington, D.C. Copies of the 
filing and of any subsequent amendments will also be 
available at the principal office of the above-mentioned 
self-regulatory organization. 


For the Commission, by the Division of Market Regula- 
tion pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14864/June 19, 1978 


Admin. Proc. File No. 3-5405 


In the Matter of 


RONALD J. STONE 
2051 Lovington, Apt. 104 
Troy, Michigan 48084 


FINDINGS AND ORDER IMPOSING REMEDIAL 
SANCTION 


In these broker-dealer proceedings, under the 
Securities Exchange Act, (“Exchange Act’), Ronald J. 





Stone, formerly a person associated with a registered 
broker-dealer, failed to answer the order that instituted 
these proceedings and he is therefore in default. 


On the basis of that order it is found that Ronald J. 
Stone willfully violated Section 10(b) of the Exchangg 
Act and Rule 10b-5 thereunder (17 C.F.R. 240.10b-5). 


In view of the foregoing, it is in the public interest to 
bar Stone from association with any broker or dealer. 


Accordingly, IT |S ORDERED that Ronald J. Stone be, 
and he hereby is, barred from being associated with 
any broker or dealer, effective at the opening of 
business on the second Monday after the date of this 
order. 


For the Commission, by its Secretary, pursuant to 
delegated authority. 


George A. Fitzsimmons 
Secretary ‘ 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13865/June 19, 1978 


Administrative Proceeding File No. 3-5438 

In the Matter of 

COLONIAL NATURAL GAS COMPANY 

File No. 81-344 

APPLICATION PURSUANT TO SECTION 12(h) 


The Securities and Exchange Commission has issued a 
notice giving interested persons until July 5, 1978, to 





TRule 7(e) of the Commission‘s Rule of Practice 
provides that the allegations in that order may be 
deemed true as to a defaulting respondent. 


2The findings herein are not binding on any other 
respondent named in these proceedings. 


request a hearing an application filed by Colonial 
Natural Gas Company (the “Applicant”), pursuant to 
Section 12(h) of the Securities Exchange Act of 1934, 
for an order exempting the Applicant from the 
provisions of Sections 13 and 15(d) of that Act. 


The Applicant, a public utility, was originally organized 
under the laws of the state of Virginia in 1961. On June 
14, 1977 Volunteer Natural Gas Company (“Volunteer”) 
entered into an agreement with the 10 principal share- 
holders of the Applicant to acquire 180,919 shares of 
common stock of the Applicant. On July 8, 1977 and 
November 11, 1977, Volunteer commenced tender 
offers to acquire shares of common stock of the 
Applicant. As of March 22, 1978 Volunteer owned 
453,691 of such shares. Presently, there are 15,864 
shares of the Applicant’s common stock (3.38% of the 
outstanding stock) which are held by 101 record 
holders other than Volunteer. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14866/June 15, 1978 


Administrative Proceeding File No. 3-5452 
In the Matter of 


MODERN MAID FOOD PRODUCTS, INC. 


APPLICATION PURSUANT TO SECTION 12(h) 


The Securities and Exchange Commission has issued a 
notice giving interested persons until July 5, 1978, to 
request a hearing on an application by Modern Maid 
Food Products, Inc. (the “Applicant”), pursuant to 
Section 12(h) of the Securities Exchange Act of 1934, 
as amended (the “1934 Act”), for an order exempting 
the Applicant from the provisions of Sections 13 and 
15(d) of the 1934 Act. 


On February 6, 1978, the Applicant became a wholly- 
owned subsidiary of Spillers, Inc., which is a wholly- 
owned subsidiary of Spiiiers Limited, and English 
company. As a result of the merger, Spillers, Inc., is 
the sole shareholder of the Applicant. 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 14867/June 19, 1978 


Admin. Proc. File No. 3-5342 
In the Matter of 


ROBERT J. ELFLINE 
281 Arlington 
Elmhurst, Illinois 60126 


FINDINGS AND ORDER 
SANCTIONS 


IMPOSING REMEDIAL 


in these broker-dealer proceedings under the Securities 
Exchange Act of 1934, Robert J. Elfline, vice president 
of aregistered broker-dealer, has submitted an offer of 
settlement, without admitting or denying the allega- 
tions in the order for proceedings, which the Com- 
mission has determined to accept. 


On the basis of the order for proceedings and his offer 
of settlement, it is found that: 


1. Elfline wilfully violated and wilfully 
aided and abetted violations of Section 
10(b) of the Securities Exchange Act of 1934 
and Rule 10b-5 thereunder. 


2. Elfline wilfully aided and abetted viola- 
tions of Sections 15(b) and 15(c)(3) of the 
Securities Exchange Act of 1934 and Rules 
15b3-1 and 15c3-1 thereunder, and failed 
reasonably to supervise with a view to pre- 
venting the violations alleged in Paragraphs 
B, C and G of Section II of the Order for 
Proceedings, persons who were subject to 
his supervision and who committed such 
violations, as alleged in the Order. 





lin the Matter of Mullaney, Eaton & Company, et al., 
instituted November 15, 1977. 


2The Findings herein are not binding on any other 
respondent named in these proceedings. 
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In view of the foregoing, it is in the public interest to 
impose the sanctions specified in his offer of settle- , 
ment. 


Accordingly, IT 1S ORDERED that Elfline be, and he 
hereby is, effective at the opening of business on the 
second Monday after the date of this order, suspended 
from association with any broker or dealer for a period 
of 60 days, and prohibited from association with a 
broker or dealer in the capacity commonly referred to 
as financial principal of a broker or dealer as that term 
is used by the National Association of Securities 
Dealers, Inc., or in any capacity having similar duties, 
provided that after two years he may reapply to the 
Commission to become associated with a broker or 
dealer as a financial principal upon a prior showing of 
his ability to function properly in such capacity. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14868/June 19, 1978 


NOTICE OF FILING OF PROPOSED RULE CHANGE 
BY THE OPTIONS CLEARING CORPORATION 


(File No. SR-OCC-78-3) 


The Options Clearing Corporation (“OCC”) submitted 
on June 12, 1978, a proposed rule change, pursuant to 
Rule 19b-4 under the Securities Exchange Act of 1934, 
redefining the term “Government securities” in OCC’s 
By-Laws to include all securities issued or guaranteed 
by the United States Government with current maturi- 
ties of ten years or less. Previously, that term had been 
defined to mean government securities with initial 
maturities of five years or less. 


Publication of the submission is expected to be made 
in the Federal Register during the week of June 26, 
1978. Interested persons are invited to submit written 





data, views and arguments concerning the submission 
within twenty-one days from the date of publication in 
the Federal Register. Persons desiring to make written 
submissions should file six copies thereof with the 
Secretary of the Commission, Securities Exchange 
Commission, 500 North Capitol Street, Washington, 
D.C. 20549. Reference should be made to File No. 
SR-OCC-78-3. 


Copies of the submission, with accompanying 
exhibits, and of all written comments will be available 
for public inspection at the Securities and Exchange 
Commission’s Public Reference Room, 1100 L Street, 
N.W., Washington, D.C. Copies of the filing will also 
be available at the principal office of the 
above-mentioned self-regulatory organization. 


For the Commission by the Division of Market Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14869/June 20, 1978 


Administrative Proceeding File No.: 3-5463 
In the Matter of 


RICHARD J. WERDESHEIM 


ORDER INSTITUTING PROCEEDINGS, FINDINGS, 
AND ORDER IMPOSING REMEDIAL SANCTIONS 


In connection with a proposed administrative 
proceeding, Richard J. Werdesheim, who was formerly 
employed as a registered representative in the Los 
Angeles Office of Harris Upham & Co. (“Harris 
Upham”), a registered broker-dealer, has submitted an 
offer of Settlement. After due consideration of the 


Offer of Settlement and upon the recommendation of 
the Division of Enforcement, we have determined, 
based on the facts and circumstances of this case, to 
accept such Offer. 


Under the terms of the Settlement Offer, respondent 
Werdesheim, solely for the purpose of this Adminis- 
trative Proceeding, consents to the findings made 
herein, and without admitting or denying those 
findings, to the sanctions imposed by this Order. 


Accordingly, IT 1S ORDERED that proceedings 
pursuant to Section 15(b)(6) of the Exchange Act be, 
and they hereby are, instituted against respondent. 


On the basis of the Offer of Settlement, it is found that 
Werdesheim willfully violated and aided and abetted 
violations of Sections 10(b), 15(c) and 17(a) of the Ex- 
change Act and Rules 10b-5, 15c1-5 and 17a-3 
thereunder by: 


(a) effecting the purchase of a block of 
Triton Oil & Gas Corporation (“Triton Oil’) 
common stock by a customer when he 
should have known that the customer could 
not pay for such securities; 


(b) participating in the giving of a 
guarantee against loss to a customer in con- 
nection with the purchase by that customer 
of a block of Triton Oil common stock; 


(c) failing to cause the transactions in (a) 
and (b) above to be properly reflected on the 
books and records of Harris Upman; and 


(d) failing to disclose to his customers, in 
connection with purchases and sales of 
Triton Oil common stock, the existence of 
loans made to him by an officer and sub- 
sidiary of Triton Oil. 


In the Offer of Settlement, respondent states that he 
has not been since May 15, 1977 and is not now associ- 
ated with a broker or dealer. Respondent further states 
that he has no present intention of becoming associ- 
ated with a broker or dealer in the future and he 
undertakes that he will not become so associated 
unless he shall first apply to the Commission and re- 
ceive its written approval. The Commission finds it in 
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the public interest to accept the proposed Offer of 
Settlement and the sanctions specified therein. 


Accordingly, IT 1S ORDERED that Richard J. 
Werdesheim comply with his undertaking not to 
become associated with a broker or dealer as referred 
to herein. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14871/June 21, 1978 


NOTICE OF FILING OF PROPOSED RULE CHANGE 
BY PHILADELPHIA STOCK EXCHANGE, INC. 


File No. SR-PHLX-78-12 


The Philadelphia Stock Exchange, Inc. (“PHLX”) sub- 
mitted on May 26, 1978, a proposed rule change under 
Rule 19b-4 to permit one “leg” of a spread or straddle 
order to take priority over either the best bid or best 
offer in the marketplace if such order cannot be 
executed by accepting the bid and offer or either of 
them in the marketplace. 


Publication of the submission is expected to be made 
in the Federal Register during the week of June 19, 
1978. In order to assist the Commission to determine 
whether to approve the proposed rule change or 
institute proceedings to determine whether the 
proposed rule change should be disapproved, 
interested persons are invited to submit written data, 
views, and arguments concerning the submission 
within 21 days from the date of publication in the 
Federal Register. Persons desiring to make written 
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comments should file six copies thereof with the 
Secretary of the Commission, Securities and Exchange | 
Commission, 500 North Capito! Street, Washington, § 
D.C. 20549. Reference should be made to File No. SR- 
PHLX-78-12. 


Copies of the submission and all subsequent amend- 
ments, and copies of all written statements with 
respect to the proposed rule change which are filed 
with the Commission and all written communications 
relating to the proposed rule change between the Com- 
mission and any person, other than those which may 
be withheld from the public in accordance with the pro- 
visions of Section 552 of Title 5, United States Code, 
will be available for inspection and copying at the Com- 
mission’s Public Reference Room, 1100 L Street, N.W., 
Washington, D.C. Copies of the filing and of any sub- 
sequent amendments will also be available at the prin- 
cipal office of the above-mentioned self-regulatory 
organization. 


For the Commission by the Division of Market Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14872/June 21, 1978 


An order has been issued granting the application sub- 
mitted by the American Stock Exchange, Inc. to strike 
from listing and registration the common stock (par 
value $0.10) of Sitkin Smelting & Refining, Inc. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14873/June 21, 1978 


NOTICE OF FILING OF PROPOSED RULE CHANGE 
BY THE NATIONAL ASSOCIATION OF SECURITIES 
DEALERS, INC. 





(File No. SR-NASD-78-5) 


The National Association of Securities Dealers, Inc. 
(the “NASD”), submitted on June 8, 1978, a proposed 
rule change under Rule 19b-4 to amend the NASD 
Board of Governors’ interpretation of Article Ill, Section 
1 of the NASD Rules of Fairf Practice to require under- 
writers for investment companies to notify the NASD if 
a check received from a dealer for payment of an open 
transaction is returned by a bank as uncollectable. 


Publication of the submission is expected to be made 
in the Federal Register during the week of June 26, 
1978. In order to assist the Commission to determine 
whether to approve the proposed rule change or in- 
stitute proceedings to determine whether the proposed 
rule change should be disapproved, interested persons 
are invited to submit written data, views, and 
arguments concerning the submission within 20 days 
from the date of publication in the Federal! Register. 
Persons desiring to make written comments should file 
six copies thereof with the Secretary of the 
Commission, Securities and Exchange Commission, 
500 North Capitol Street, Washington, D.C. 20549. 
Reference should be made to File No. SR-NASD-78-5. 


Copies of the submission and all subsequent amend- 
ments, and copies of all written statements with 
respect to the proposed rule change which are filed 
with the Commission and all written communications 
relating to the proposed rule change between the Com- 
mission and any person, other than those which may 
be withheld from the public in accordance with the 
provisions of Section 552 of title 5, United States Code, 
will be available for inspection and copying at the Com- 
mission’s Public Reference Room, 1100 L Street, N.W., 
Washington, D.C. Copies of the filing and of any sub- 
sequent amendments will also be available at the prin- 
cipal office of the above-mentioned self-regulatory 
organization. 


For the Commission by the Division of Market Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14874/June 21, 1978 


NOTICE OF FILING OF PROPOSED RULE CHANGE 
BY CHICAGO BOARD OPTIONS EXCHANGE, 
INCORPORATED 


File No. SR-CBOE-78-16 


The Chicago Board Options Exchange, Incorporated 
submitted on June 12, 1978, a proposed rule change 
under Rule 19b-4 to introduce a third expiration cycle 
wherein option contracts would expire in March, June, 
September and December. Initially, fourteen options 
classes would be transferred from the January, April, 
July and October expiration cycle. 


Publication of the submission is expected to be made 
in the Federal Register during the week of June 25, 
1978. In order to assist the Commission to determine 
whether to approve the proposed rule change or in- 
stitute proceedings to determine whether the proposed 
rule change should be disapproved, interested persons 
are invited to submit written data, views and arguments 
concerning the submission within 21 days from the 
date of publication in the Federal Register. Persons 
desiring to make written comments should file six 
copies thereof with the Secretary of the Commission, 
Securities and Exchange Commission, 500 North 
Capitol Street, N.W., Washington, D.C. 20549. 
Reference should be made to File No. SR-CBOE-78-16. 


Copies of the submission, all subsequent amend- 
ments, all written statements with respect to the 
proposed rule change which are filed with the Com- 
mission, and of all written communications relating to 
the proposed rule change between the Commission 
and any person, other than those which may be with- 
held from the public in accordance with the provisions 
of 5 U.S.C. §552, will be available for inspection and 
copying at the Commission’s Public Reference Room, 
1100 L Street, N.W., Washington, D.C. Copies of the 
filing and of any subsequent amendments will also be 
available at the principal office of the above-mentioned 
self-regulatory organization. 


For the Commission, by the Division of Market Regula- 
tion pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SEC DOCKET/95 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14875/June 22, 1978 


ADMIN. PROC. FILE NO. 3-5471 
In the Matter of 


FDI SECURITIES, INC. 
300 Delaware Avenue 
Wilmington, Delaware 


FDI FINANCIAL CORPORATION 
300 Delaware Avenue 
Wilmington, Delaware 


F. LAMAR WATSON 
907 Augusta Road 
Wilmington, Delaware 


ROBERT V. HOLTON, JR. 
110 Blue Rock Road 
Wilmington, Delaware 19809 


EDMUND PENDLETON 
3009 Maple Shade Lane 
Wilmington, Delaware 19810 


CARL E. KRAUS 
395 Hillside Road 
Ridley Park, Pennsylvania 


ORDER INSTITUTING PROCEEDINGS AND IMPOSING 
REMEDIAL SANCTIONS 


In connection with a proposed administrative proceed- 
ing, FDI Securities, Inc., a registered broker-dealer, 
FDI Financial Corporation, the parent of FDI Securi- 
ties, Inc., F. Lamar Watson, the president of FDI 
Securities, Inc., Robert V. Holton, Jr., former president 
of FDI Securities, Inc., Edmund Pendleton, vice- 
president of FDI Securities, Inc., and Carl E. Kraus, 
former treasurer of FDI Financial Corporation, have 
submitted offers of settlement which the Commission 
has determined to accept. Solely for the purposes of 
these proceedings and without admitting or denying 
the findings herein, Respondents consent to the 
findings and sanctions set forth below. 
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Accordingly, IT IS ORDERED that proceedings 
pursuant to Section 15(b) of the Securities Exchange , 
Act be, and they hereby are, instituted. 


On the basis of the Order for proceedings and the 
offers of settlement it is found that 


1. Respondents willfully violated and aided and 
abetted violations of Section 10(b) and 15(c)(2) of the 
Securities Act of 1934 and Rules 10b-5, 10b-9 and 15c2- 
4 thereunder, and Sections 5(a), 5(c), and 17(a) of the 
Securities Act of 1933. 


2. On June 19, 1978, in the United States District 
Court for Delaware, Respondents were permanently 
enjoined by consent, from violations of Section 10(b) 
and 15(c)(2) of the Securities Exchange Act of . 334 and 
Rules 10b-5, 10b-9, and 15c2-4 thereunder, and 
Sections 5(a), 5(c), and 17(a) of the Securities Act of 
1933. 


In view of the foregoing, it is in the public interest to 
impose the sanctions specified in the offers of 
settlement. 


Accordingly, IT IS ORDERED, that, 


A. (1) The broker-dealer registration of 
FDI Securities, Inc., is suspended for a 
period of 60 days effective on the date of 
this order. 


(2) FDI Financial Corporation is sus- 
pended from being associated in any 
capacity with any broker or dealer for a 
period of 60 days effective on the date of 
this order. 


(3) F. Lamar Watson and Robert V. 
Holton, Jr., are suspended from being 
associated in any capacity with any broker 
or dealer for a period of 90 days effective 61 
days from the date of this order. 


(4) Edmund Pendleton is suspended from 
being associated in any capacity with any 
broker or dealer for a period of 60 days 
effective on the date of this order. 


(5) Carl E. Kraus is suspended from being 
associated in any capacity with any broker 





or dealer for a period of 60 days effective at 
the opening of business on the second 
Monday after the date of this order. 


(6) FDI Securities, establish, implement, 
and maintain, written procedures designed 
to assume compliance by it with the federal 
securities laws and rules and regulations 
promulgated thereunder. 


(7) F. Lamar Watson and Robert V. 
Holton, Jr.’s activities in connection with 
association with any broker or dealer shall 
be limited to those of a nonsupervisory 
nature, provided that after a period of twelve 
months they may apply to have this limita- 
tion removed, upon a proper showing. This 
sanction shall be effective on the date of 
this order. 


B. FDI Securities comply with its undertaking to 
attempt to secure the employment of a person know- 
ledgeable in the operation of a broker dealer who shall 
have the responsibilities of supervision of FDI Securi- 
ties’ compliance activities. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14876/June 22, 1978 


An order has been issued granting the application 
submitted by the American Stock Exchange, Inc. to 
strike from listing and registration the common stock 
(par value $1.00) of Shulman Transport Enterprises, 
Inc. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14877/June 22, 1978 


NOTICE OF FILING OF PROPOSED RULE CHANGES 
BY THE NEW YORK STOCK EXCHANGE, INC. 


File No. SR-NYSE-78-37 


The New York Stock Exchange, Inc. (“NYSE”) sub- 
mitted on June 15, 1978, proposed rule changes under 
Rule 19b-4 to clarify rules which provide that an NYSE 
transaction can be compared and settled in different 
clearing agencies pursuant to the applicable rules of 
each clearing agency. The rule changes also clarify 
rules which provide that transactions not submitted to 
a qualified clearing agency for comparison shall be 
compared in accordance with the rules of the NYSE, 
and transactions not submitted to a qualified clearing 
agency for settlement shall be settled in accordance 
with the rules of the NYSE.1 


The NYSE has requested the Commission to exercise 
its authority under Section 19(b)(2) of the Securities 
Exchange Act of 1934, as amended, (“the Act”) to 
approve the proposed rule changes prior to the thirtieth 
day after the date of publication of notice in the Federal 
Register. Section 19(b)(2) of the Act requires the Com- 
mission to find good cause for so doing and to publish 
its reasons for so finding. The NYSE believes that ac- 
celerated approval is necessary in order to cause 
members’ transactions which are submitted to a quali- 
fied clearing agency for comparison only to be bound 
by the NYSE rules governing settlement procedures. 
The Commission is considering the NYSE’s request to 
approve the proposed rule changes prior to the thirtieth 
day after the date of publication in the Federal 
Register. 


Publication of the submission is expected to be made 
in the Federal Register during the week of June 26, 
1978. In order to assist the Commission to determine 
whether to approve the proposed rule changes or in- 
stitute proceedings to determine whether the proposed 
rule changes should be disapproved interested persons 
are invited to submit written data, views and arguments 
concerning the submission within 14 days from the 
date of publication in the Federal Register. Persons 
desiring to make written comments should file six 
copies thereof with the Secretary of the Commission, 
Securities and Exchange Commission, 500 North 
Capitol Street, Washington, D.C. 20549. Reference 
should be made to File No. SR-NYSE-78-37. 





The rules proposed to be amended by SR-NYSE-78- 
37 were approved by the Commission in Securities Ex- 
change Act Release No. 14636 (April 7, 1978), 43 FR 
15819 (April 14, 1978). 
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Copies of the submission, all subsequent amend- 
ments, all written statements with respect to the 
proposed rule changes which are filed with the Com- 
mission, and of all written communications relating to 
the proposed rule changes between the Commission 
and any person, other than those which may be 
withheld from the public in accordance with the pro- 
visions of 5 U.S.C. §552, will be available for inspec- 
tion and copying at the Commission’s Public 
Reference Room, 1100 L Street, N.W., Washington, 
D.C. Copies of the filing and of any subsequent 
amendments will also be available at the principal 
office of the above-mentioned self-regulatory 
organization. 


For the Commission, by the Division of Market Regula- 
tion pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14878/June 22, 1978 


The Securities and Exchange Commission today an- 
nounced that it has requested the National Association 
of Securities Dealers, Inc. and each national securities 
exchange which presently trades, or which has 
proposed to trade standardized options! to continue to 
honor the Commission’s July 18, 1977 request2 for a 
voluntary moratorium on further expansion of 
standardized options trading until the Commission has 
had the opportunity to review and evaluate the findings 
of its current investigation and study of the 
standardized options markets (the “Options Study”)? 





1 The national securities exchanges are: the American 
Stock Exchange, Inc. (“Amex”); the Chicago Board 
Options Exchange, Incorporated (““CBOE’’); the 
Midwest Stock Exchange, Incorporated (“MSE”); the 
New York Stock Exchange, Inc. (“NYSE”); the Pacific 
Stock Exchange Incorporated (‘‘PSE’’) and the 
Philadelphia Stock Exchange, Inc. (“PHLX”). 


2 Securities Exchange Act Release No. 13760 (July 18, 
1977), 42 FR 38035 (July 26, 1977). 


3 Securities Exchange Act Release No. 14056 (October 
17, 1977), 42 FR 56706 (October 27, 1977) at 2-4. 
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The Commission’s determination to make this request 
is based upon its desire to resolve its regulatory _ 
concerns with respect to the standardized options ( 


markets in a cooperative effort with the concerned self- “ 


regulatory organizations, rather than by formalizing the 
moratorium on expansion of standardized options 
trading by the adoption, at this time, of proposed Rule 
9b-1(T). In this connection, the Commission notes that 
the self-regulatory organizations have demonstrated, 
by their compliance with the voluntary moratorium to 
date, their willingness to assist the Commission in its 
effort to complete the Options Study as expeditiously 
as possible and to aid the Commission in developing 
the data concerning ‘the standardized options markets 
which the Commission believes is necessary to enable 
it to evaluate, in light of the purposes of the Securities 
Exchange Act of 1934 (the “Act’’), the wide variety of 
proposals to expand existing or to initiate new 
standardized options trading pilot programs which 
have been, and likely would be filed with the Com- 
mission in the absence of the moratorium. In further- 
ance of this cooperative effort, the Commission also 
has requested that the self-regulatory organizations 
withdraw those rule change proposals which presently 
are pending before the Commission which would have 
the effect of expanding existing pilot programs, or 
initiating new pilot or, for the trading of 
standardized options. 





4 These proposals include the twenty-six rule change 
proposals which are the subject of the pending 
consolidated disapproval proceeding instituted by the 
Commission on October 17, 1977 (Securities Exchange 
Act Release No. 14057, October 17, 1977, 42 FR 56711, 
October 27, 1977), as well as certain other pending rule 
change proposals which would have the effect of 
expanding or materially altering existing pilot 
programs or initiating new pilot programs for the 
trading of standardized options, and which are not the 
subject of that disapproval proceeding. These latter 
proposals include SR-Amex-77-23 (Securities Ex- 
change Act Release No. 14072 (October 10, 1977), 42 
FR 56816 (October 28, 1977)); SR-PHLX-76-5 
(Securities Exchange Act Release No. 12379. (April 27, 
1976), 41 FR 18483 (May 4, 1976)); SR-PSE-76-11, 
(Securities Exchange Act Release No. 12250 (March 23, 
1976), 41 FR 13424 (March 30, 1976)); SR-PSE-77-31 
(Securities Exchange Act Release No. 14101 (October 
25, 1977), 42 FR 57188 (November 1, 1977)); and a 
proposal submitted by the PHLX by letter dated March 
6, 1978, seeking approval in principle of a program to 
trade an “ ‘index’ ” type trading unit which would be 
traded for most purposes as a conventional options on 
securities.’’ This submission, which has been 
designated by the PHLX as SR-PHLX-78-3, does not 


Continued on following page 





The details of the Commission’s request to the self- 
regulatory organizations are set forth in letters which 
the Commission today sent to the Chief Executive 
Officer of each organization. The text of those letters, 
which are substantially identical, is as follows: 


* * * 


Dear. 





The Commission appreciates the cooperative spirit 
which the [name of self-regulatory organization] and 
other self-regulatory organizations have demonstrated 
by continued voluntary compliance with the Commis- 
sion’s July 18, 1977 request for a moratorium on further 
expansions of standardized options trading. As you 
know, however, in October of last year the Commission 
proposed to formalize the moratorium by adopting 
Securities Exchange Act Rule 9b-1(T), so that we could 
proceed in an orderly manner to complete our current 
investigation and study of the standardized options 
markets and develop the data necessary to evaluate, in 
light of the purposes of the Act, self-regulatory 
organizations rule proposals to expand existing, or 
initiate new programs for trading standardized options. 
Although the Commission is prepared to take final 
action on proposed Rule 9b-1(T) on the basis of the 
record compiled in our recent rulemaking proceeding, 
and to conclude the pending consolidated disapproval 
proceeding with respect to twenty-six expansionary 
options rule change proposals initiated at the time the 
rule was proposed,' we believe that it would be 
preferable, and more consonant with the spirit of 
cooperative self-regulation embodied in the Securities 
Exchange Act, if voluntary action by the self-regulatory 
organizations could make such formal Commission 
action unnecessary. 


Accordingly, | am writing to you, and to each of the 
other self-regulatory organizations which presently 
trade standardized options or which have proposed to 
initiate new programs for the trading of such options, 





Continued from preceding page 


appear to constitute a proposed rule change, as 
defined in Securities Exchange Act Rule 19b-4, 17 CFR 
240.19b-4, but rather represents a request by the PHLX 
for an advisory opinion on the general concept of an 
index options program. For this reason, the 
Commission has not published the PHLX’s submission 
for comment. 


1 See Securities Exchange Act Release No. 14057 
(October 17, 1977), 42 FR 56711 (October 27, 1977). 


to request that you continue to adhere to the mora- 
torium, on a voluntary basis, until the Commission has 
had an opportunity to receive and consider a report 
from the Special Study of the Options Markets (so long 
as that report is received prior to year end) and to 
review whether continuation, modification or termina- 
tion of the voluntary moratorium is warranted, a review 
which the Commission will undertake in any event no 
later than January 2, 1979.2 The Commission also is re- 
questing that the self-regulatory organizations agree to 
withdraw all rule change proposals now pending before 
the Commission which would have the effect of ex- 
panding or materially altering existing pilot programs 
for the trading of standardized options or otherwise 
would initiate new programs for the trading of such 
options.” Should all the affected self-regulatory 
organizations agree to these requests, the Commission 
intends to defer taking final action on our proposal to 
adopt Rule 9b-1(T) and to dismiss our consolidated 
disapproval proceeding with respect to twenty-six 
expansionary options-related rule change proposals 
which was commenced in October, 1977, promptly 





2 In this connection, as more fully described on the 
Points of Agreement attached to this letter, the 
self-regulatory organizations are requested not to list 
any new options classes not listed and traded on July 
15, 1977 (including previously authorized but unfilled 
classes), except in connection with the replacement of 
involuntarily delisted classes. 


3 These proposals include: 


SR-Amex-76-12 
SR-Amex-76-28 
SR-Amex-77-8 
SR-Amex-77-9 
SR-Amex-77-23 
SR-CBOE-76-16 
SR-CBOE-76-27 
SR-CBOE-77-5 
SR-CBOE-77-14 
SR-CBOE-77-15 
SR-CBOE-77-16 
SR-MSE-77-2 
SR-MSE-77-4 
SR-MSE-77-6 
SR-MSE-77-28 
SR-NASD-77-2 


SR-NYSE-77-17 
SR-NYSE-77-21 
SR-PHLX-76-5 
SR-PHLX-76-18 
SR-PHLX-77-5 
SR-PHLX-77-6 
SR-PHLX-78-3 
SR-OSE-76-11 
SR-PSE-76-17 
SR-PSE-76-40 
SR-PSE-77-9 
SR-PSE-77-13 
SR-PSE-77-15 
SR-PSE-77-17 
SR-PSE-77-31 


Withdrawals should be made in writing, on or before 
August 1, 1978, and made effective as of that date. 
Withdrawals may, of course, be conditioned upon the 
agreement by all other affected self-regulatory 
organizations to withdraw the rule proposals listed 
above which they have filed with the Commission. 
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after withdrawal of those and the related proposals 
listed above. 


If any self-regulatory organization becomes dissatis- 
fied with our rate of progress in reevaluating the 
continued need for the moratorium after the first of 
next year, it may, after providing the Commission and 
the other affected self-regulatory organizations with 
sixy days advance notice, begin to file rule change 
proposals to expand or materially alter existing pilot 
programs, or to initiate new programs, for the trading 
of standardized options. In the event such notice 
should be provided by any self-regulatory organization, 
all other self-regulatory organizations participating in 
the voluntary moratorium also may begin to file ex- 
pansionary rule proposals with the Commission at the 
end of the notice period. In the interim, however, the 
Commission will expect the self-regulatory organiza- 
tions to abide by the Commission’s determination as to 
whether a particular options-related rule proposal is 
expansionary, and to refrain from filing any such 
proposals with the Commission. 


In addition, in order to preserve the status quo with 
respect to the total number of classes traded by each 
existing options exchange during the pendency of the 
voluntary moratorium, those exchanges which 
currently trade standardized options will be permitted 
to replace involuntary delisted options classes upon 
application approved by the Commission.4 During the 
period while the voluntary moratorium is in effect, the 
Commission expects the self-regulatory organizations 
to continue the cooperation they have demonstrated 
thus far, both with respect to the efforts of the Options 
Study to gather information and in the implementation 
of improvements in the regulatory systems applicable 
to the standardized options markets. 


| would appreciate your advising the Commission, in 
writing, as promptly as possible, but no later than July 
31, 1978, whether the [name of self-regulatory 
organization] will agree to continue the voluntary 
moratorium on the terms specified in this letter and in 
the appended Points of Agreement. Failure to express 
a commitment to agree to the terms specified in this 
letter and in the appended Points of Agreement by July 
31, 1978, will necessitate prompt Commission action 
with respect to proposed Rule 9b-1(T) and the 
consolidated disapproval proceeding. Your response 
may, of course, be conditioned upon receipt of similar 





4 The Commission’s proposed guidelines for making 
such applications and for commencing trading in a 
replacement class will be sent to each self-regulatory 
organization during the week of June 26, 1978. 
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written agreements from all other affected self-regula- 
tory organizations. 


Sincerely, 


Harold M. Williams 
Chairman 


APPENDIX 
Points of Agreement 


A. All pending expansionary rule proposals of each 
self-regulatory organization must be withdrawn, in 
writing, on or before August 1, 1978. Withdrawals will 
become effective on August 1, 1978, only if each other 
self-regulatory organization has withdrawn all of its ex- 
pansionary proposals. 


1. All proposals subject to consolidated 
disapproval proceeding. 


SR-Amex-76-12 
SR-Amex-76-28 
SR-Amex-77-8 
SR-Amex-77-9 
SR-CBOE-76-16 
SR-CBOE-76-27 
SR-CBOE-77-5 
SR-CBOE-77-14 
SR-CBOE-77-15 
SR-CBOE-77-16 
SR-MSE-77-2 
SR-MSE-77-4 
SR-MSE-77-6 


SR-MSE-77-28 
SR-NASD-77-2 
SR-NYSE-77-17 
SR-NYSE-77-21 
SR-PHLX-76-18 
SR-PHLX-77-5 
SR-PHLX-77-6 
SR-PSE-76-17 
SR-PSE-76-40 
SR-PSE-77-9 
SR-PSE-77-13 
SR-PSE-77-15 
SR-PSE-77-17 


2. Expansionary Proposals not included in 
the consolidated disapproval proceeding. 


SR-Amex-77-23 
SR-PHLX-76-5 
SR-PSE-76-11 
SR-PSE-77-31 


3. SR-PHLX-78-3 to trade “index” options 


B. The Commission will, promptly after the 
withdrawal of the above-mentioned expansionary 
options rule change proposals, dismiss its con- 
solidated disapproval proceeding. 


C. The Commission expects to receive a report from 
the Options Study before the end of this year and 
undertakes to revisit the subject of the moratorium 





promptly thereafter, with a view to determining 
whether the moratorium should be continued, either 
voluntarily or through adoption of Rule 9b-1(T), or 
whether the moratorium should be terminated, in 
whole or in part; in no event will the Commission’s 
review of the status of the moratorium commence later 
than January 2, 1979. 


D. The Commission will advise interested self- 
regulatory organizations and the public of the results 
of its moratorium review as promptly as possible after 
commencement of that review. If, after January 2, 
1979, any self-regulatory organization is dissatisfied 
with the rate of progress of the Commission’s review, 
or the conclusions the Commission has reached with 
respect to the continued need for the moratorium, the 
self-regulatory organization may, after providing sixty 
days advance notice to the Commission and to the 
other self-regulatory organizations subject to this 
agreement, file rule change proposals to expand an 
existing pilot program for the trading of standardized 
options or to initiate new pilot programs for trading 
standardized options. If such sixty day notice is given 
by any self-regulatory organization, all self-regulatory 
organizations subject to this agreement will be deemed 
to have given such notice and may begin to file ex- 
pansionary rule proposals upon expiration of the notice 
period. Until sixty days after any such notice, all self- 
regulatory organizations agree to refrain from filing any 
expansionary proposals and from filling any authorized 
but unfilled classes of options, and to withdraw any 
proposal which may be filed prior to that time if the 
Commission determines that such proposal is ex- 
pansionary. All such self-regulatory organizations 
agree to abide by the Commission’s determination as 
to whether particular proposals should be deemed ex- 
pansionary for purposes of the moratorium. 


E. Noexchange may list any new options classes (in- 
cluding previously authorized but unfilled classes) not 
listed and traded by that exchange on July 15, 1977, 
except in connection with the replacement of 
involuntarily delisted classes. 


_F. During the period while the voluntary moratorium 
is in effect, involuntarily delisted options classes may 
be replaced upon application approved by the Com- 
mission, provided, however, that involuntarily delisted 
classes may not be replaced with a class of options 
already listed on another exchange. The Commission 
will send a letter to each self-regulatory organization 
during the week of June 26, 1978 setting forth pro- 
posed guidelines for making such applications and for 
commencing trading in replacement classes. The Com- 
mission will consider modifications to those guide- 
lines which the affected self-regulatory organizations 
mutually agree are appropriate. 


G. The Commission will defer consideration of its 
proposal to adopt Rule 9b-1(T), pending completion of 
its moratorium review, unless earlier consideration be- 
comes necessary, as a result of breach of this agree- 
ment by one or more of the self-regulatory organiza- 
tions, receipt of notice of intent to file any expansion- 
ary rule proposal or some other unforeseen develop- 
ment. In such an event, the Commission is prepared to 
adopt the rule immediately. 


H. During the effectiveness of the voluntary 
moratorium the self-regulatory organizations will co- 
operate with the Commission to advance the efforts of 
the Options Study and implement improvements in the 
regulatory systems applicable to the standardized 
options markets. 


|. Each self-regulatory organization must agree, in 
writing, to the above terms. 


If all affected self-regulatory organizations agree to 
comply with the Commission’s request, the Commis- 
sion intends to postpone taking final action on its pro- 
posal to adopt Rule 9b-1(T).% Although the Com- 
mission is prepared to take such action with respect to 
Rule 9b-1(T) on the basis of the record compiled in its 
notice and comment proceedings with respect to that 
proposal if such action proves necessary, the 
Commisison believes that it would be preferable, 
instead, to seek the continued cooperation of the self- 
regulatory organizations to accomplish the goals the 
proposal is intended to secure. The Commission 
wishes to make clear, however, that it is not with- 
drawing its proposal to adopt Rule 9b-1(T), and that 
should any self-regulatory organization, now or in the 
future, decline to honor the terms of the voluntary 
moratorium, the Commission intends immediately to 
take final action on Rule 9b-1(T). In addition, in the 
event that the self-regulatory organizations agree to 
withdraw the above-mentioned expansionary options 
rule change proposals, the Commission intends to dis- 





5 Proposed Rule 9b-1(T) was published for comment 
on October 17, 1977, in Securities Exchange Act 
Release No. 14056, 42 FR 56706 (Oct. 27, 1977). The 
proposed rule, if adopted, would temporarily prohibit 
any national securities exchange, registered securities 
association or registered clearing agency from 


expanding, or permitting the expansion of, any 
existing program for the trading of standardized 
options or from initiating any new program for the 
trading of such options. 
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miss its consolidated disapproval proceeding as to 
twenty-six of those proposals. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14879/June 22, 1978 


NOTICE OF FILING OF PROPOSED RULE CHANGE 
BY THE MUNICIPAL SECURITIES RULEMAKING 
BOARD 


File No. SR-MSRB-78-10 


The Municipal Securities Rulemaking Board submitted 
on June 15, 1978, a proposed rule change under Rule 
19b-4 to provide that delivery of a municipal security 
for which a call notice for less than the entire issue has 
been published prior to delivery date does not con- 
stitute good delivery unless the securities are identi- 
fied as “called” at the time of trade, and to provide for 
reclamation of called securities in such circumstances. 


Publication of the submission is expected to be made 
in the Federal Register during the week of July 3, 1978. 
In order to assist the Commission to determine 
whether to approve the proposed rule change or to in- 
stitute proceedings to determine whether the proposed 
rule change should be disapproved, interested persons 
are invited to submit written data, views, and 
arguments concerning the submission within 21 days 
from the date of publication in the Federal Register. 
Persons desiring to make written comments should file 
six copies thereof with the Secretary of the Com- 
mission, Securities and Exchange Commission, 500 
North Capitol Street, Washington, D.C. 20549. 
Reference should be made to File No. SR-MSRB-78-10. 


Copies of the submission and all subsequent amend- 
ments, and copies of all written statements with 
respect to the proposed rule change which are filed 
with the Commission and all written communications 
relating to the proposed rule change between the Com- 
mission and any person, other than those which may 





6 Securities Exchange Act Release No. 14057 (Oct. 17, 
1977), 42 FR 56711 (Oct. 27, 1977). 


102/SEC DOCKET 


be withheld from the public in accordance with the pro- 
visions of Section 552 of title 5, United States Code, 
will be available for inspection and copying at the 
Commission’s Public Reference Room, 1100 L Street, 
N.W., Washington, D.C. Copies of the filing and of 
any subsequent amendments will also be available at 
the principal office of the above-mentioned self-regula- 
tory organization. 


For the Commission by the Division of Market Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1924 
Release No. 14880/June 22, 1978 


NOTICE OF FILING OF PROPOSED RULE CHANGE 
BY MIDWEST STOCK EXCHANGE, INCORPORATED 


(File No. SR-MSE-78-4) 


The Midwest Stock Exchange, Incorporated (“MSE”) 
submitted on June 1, 1978, a proposed rule change (the 
“Proposal”) under Rule 19b-4 to amend Rules 7, 8, 9 
and 10 under Article X of the MSE’s Rules which re- 
quire MSE members to carry Broker’s Blanket Bonds 
(fidelity bonds) covering the members’ officers, em- 
ployees and partners. The Proposal would (a) decrease 
the amount of coverage required to be carried by 
members whose required net capital is one million 
dollars or less, (b) change the formula for computing 
the size of the allowable deductible provision, (c) pro- 
vide that, in certain cases, the amount of the 
deductible provision is to be counted as a charge 
against the member’s net worth for purposes of the 
MSE’s net capital rule, (d) require that each member of 
the MSE use a form of fidelity bond approved by the 
MSE, (e) require that coverage under the bonds be ex- 
tended to limited partners who act as employees as 
well as certain other enumerated persons and, (f) 
change the method for annually computing the 
requisite amount of coverage so as to possibly lower 
that amount. 


Publication of the submission is expected to be made 
in the Federal Register during the week of July 3, 1978. 
In order to assist the Commission to determine - 
whether to approve the proposed rule change or 
institute proceedings to determine whether the 
proposed rule change should be disapproved, in- 





terested persons are invited to submit written data, 
views, and arguments concerning the submission 
within 20 days from the date of publication in the 
Federal Register. Persons desiring to make written 
comments should file six copies thereof with the 
Secretary of the Commission, Securities and Exchange 
Commission, 500 North Capitol Street, Washington, 
D.C. 20549. Reference should be made to File No. SR- 
MSE-78-4. 


Copies of the submission and all subsequent amend- 
ments, and copies of all written statements with 
respect to the proposed rule change which are filed 
with the Commission and all written communications 
relating to the proposed rule change between the 
Commission and any person, other than those which 
may be withheld from the public in accordance with the 
provisions of Section 552 of title 5, United States Code, 
will be available for inspection and copying at the 
Commission’s Public Reference Room, 1100 L Street, 
N.W., Washington, D.C. Copies of the filing and of any 
subsequent amendments will also be available at the 
principal office of the above-mentioned self-regulatory 
organization. 


For the Commission by the Division of Market Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14881/June 22, 1978 


In the Matter of 

PACIFIC STOCK EXCHANGE INCORPORATED 

618 South Spring Street 

Los Angeles, California 90014 

(SR-PSE-78-8) 

and 

In the Matter of 

CHICAGO BOARD OPTIONS EXCHANGE, 
INCORPORATED 

LaSalle at Jackson 


Chicago, Illinois 60604 


(SR-CBOE-78-11) 


ORDER APPROVING PROPOSED RULE CHANGES 


On May 9 and 10, 1978, Pacific Stock Exchange In- 
corporated (“PSE”) and the Chicago Board Options Ex- 
change, Incorporated (“CBOE”) respectively filed with 
the Commission, pursuant to Section 19(b)(1) of the 
Securities Exchange Act of 1934, 15 U.S.C. 78(s)(b)(1) 
(the “Act”) and Rule 19b-4 thereunder, copies of 
proposed rule changes which would provide investors 
with a simple and inexpensive procedure for the 
arbitration of small claims against member firms. The 
proposed rules would provide for determination by a 
single arbitrator knowledgeable in securities matters of 
disputes between brokerage firms and customers in- 
volving amounts not exceeding $2,500.1 


Notice of the proposed rule changes together with the 
terms of substance of the proposed rule changes was 
given by publication of Commission releases 
(Securities Exchange Act Releases Nos. 14754 and 
14757, May 12 and 15, 1978) and by publication in the 
Federal Register (43 FR 21763 and 21751, May 19, 
1978). All written statements with respect to the pro- 
posed rule changes which were filed with the Com- 
mission and all written communications relating to the 
proposed rule changes between the Commission and 
any person were considered and were made available to 
the public at the Commission’s Public Reference 
Room. 


The Commission finds that the proposed rule changes 
are consistent with the requirements of the Act and the 
rules and regulations thereunder applicable to the PSE 
and the CBOE, and in particular, the requirements of 
Section 6 and the rules and regulations thereunder. The 
proposed rule changes will provide a more effective, 
efficient and economical dispute resolution system for 
public investors with small claims and thus will protect 
investors and the public interest. 


IT IS THEREFORE ORDERED, pursuant to Section 
19(b)(2) of the Act, that the above-mentioned proposed 
rule changes be, and they hereby are, approved. 


For the Commission, by the Division of Market Regula- 
tion pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





1 The proposed rules also provide a procedure for 
interposing related counterclaims. The term “related . 


counterclaim” is to be defined as related to the 
customer’s account(s) with an Exchange member or 
member organization; the clarification will be reflected 
in the stated policies, practices, or interpretations of 
the exchanges, as well as in the arbitration booklet to 
be distributed to public investors. 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 14882/June 22, 1978 


NOTICE OF FILING OF PROPOSED RULE CHANGE 
BY CHICAGO BOARD OPTIONS EXCHANGE, 
INCORPORATED 


File No. SR-CBOE-78-17 


The Chicago Board Options Exchange, Incorporated 
(“CBOE”) submitted on June 19, 1978, a proposed rule 
change under Rule 19b-4 to amend its rules to enable 
members to use CBOE’s Order Support System, an 
order routing and automated book facility, in conjunc- 
tion with their own telecommunication systems, for 
placing orders with a Board Broker. The proposed 
amendment also establishes a procedure for the 
crossing of orders by Board Brokers. 


Publication of the submission is expected to be made 
in the Federal Register during the week of June 26, 
1978. In order to assist the Commission to determine 
whether to approve the proposed rule change or 
institute proceedings to determine whether the 
proposed rule change should be disapproved, 
interested persons are invited to submit written data, 
views, and arguments concerning the submission 
within 21 days from the date of publication in the 
Federal Register. Persons desiring to make written 
comments should file six copies thereof with the 
Secretary of the Commission, Securities and Exchange 
Commission, 500 North Capitol Street, Washington, 
D.C. 20549. Reference should be made to File No. 
SR-CBOE-78-17. 


Copies of the submission and all subsequent amend- 
ments, and copies of all written statements with 
respect to the proposed rule change which are filed 
with the Commission and all written communications 
relating to the proposed rule change between the Com- 
mission and any person, other than those which may 
be withheld from the public in accordance with the pro- 
visions of Section 552 of Title 5, United States Code, 
will be available for inspection and copying at the Com- 
mission’s Public Reference Room, 1100 L Street, N.W., 
Washington, D.C. Copies of the filing and of any sub- 
sequent amendments will also be available at the prin- 
cipal office of the above-mentioned self-regulatory 
organization. 


For the Commission by the Division of Market Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 14883/June 22, 1978 


NOTICE OF FILING AND EFFECTIVENESS OF 
PROPOSED RULE CHANGE BY CHICAGO BOARD 
OPTIONS EXCHANGE, INCORPORATED 


(File No. SR-CBOE-78-18) 


The Chicago Board Options Exchange, Incorporated 
(“CBOE”) submitted, on June 20, 1978, a proposed rule 
change under Rule 19b-4 to impose charges for a 
number of services provided to members, including 
charges for membership transfers between related 
parties and amendments to partnership agreements of 
member organizations. 


The foregoing rule change has become effective, 
pursuant to Section 19(b)(3)(A) of the Securities 
Exchange Act of 1934 (the “Act”). At any time within 
sixty days of the filing of such proposed rule change, 
the Commission may summarily abrogate such rule 
change if it appears to the Commission that such 
action is necessary or appropriate in the public 
interest, for the protection of investors, or otherwise in 
furtherance of the purposes of the Securities Exchange 
Act of 1934. 


Pubiication of the submission is expected to be made 
in the Federal Register during the week of June 26, 
1978. In order to assist the Commission to determine 
whether to summarily abrogate the above change in the 
rules of the CBOE and require that the proposed rule 
change be refiled in accordance with the provisions of 
Section 19(b)(2) of the Act, interested persons are 
invited to submit written data, views and arguments 
concerning the submission within 21 days from the 
date of publication in the Federal Register. Persons 
desiring to make written comments should file six 
copies thereof with the Secretary of the Commission, 
Securities and Exchange Commission, 500 North 
Capitol Street, Washington, D.C. 20549. Reference 
should be made to File No. SR-CBOE-78-18. 


Copies of the submission, all subsequent amend- 
ments, all written statements with respect to the 
proposed rule change which are filed with the Com- 
mission, and of all written communications relating to 
the proposed rule change between the Commission 
and any person, other than those which may be with- 
held from the public in accordance with the provisions 
of 5 U.S.C. §552, will be available for inspection and 
copying at the Commission’s Public Reference Room, 
1100 L Street, N.W., Washington, D.C. 





For the Commission, by the Division of Market Regula- 
tion pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14884/June 22, 1978 


NOTICE OF FILING OF PROPOSED RULE CHANGE 
BY PACIFIC CLEARING CORPORATION 


(File No. SR-PCC-78-2) 


Pacific Clearing Corporation submitted on June 16, 
1978, a proposed rule change, pursuant to Rule 19b-4 
under the Securities Exchange Act of 1934, to expand 
the interface between PCC and Midwest Clearing 
Corporation. 


Publication of the submission is expected to be made 
in the Federal Register during the week of June 26, 
1978. Interested persons are invited to submit written 
data, views and arguments concerning the submission 
within twenty-one days from the date of publication in 
the Federal Register. Persons desiring to make written 
submissions should file six copies with the Secretary 
of the Commission, Securities and Exchange Com- 
mission, 500 North Capitol Street, Washington, D.C. 
20549. Reference should be made to File No. 
SR-PCC-78-2. 


Copies of the submission, with accompanying ex- 
hibits, and of all written comments will be available for 
public inspection at the Securities and Exchange Com- 
mission’s Public Reference Room, 1100 L Street, N.W., 
Washington, D.C. Copies of the filing will also be 
available at the principal office of the above-mentioned 
self-regulatory organization. 


For the Commission by the Division of Market Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20594/June 20, 1978 


In the Matter of 


CONSOLIDATED NATURAL GAS COMPANY 
30 Rockefeller Plaza 
New York, New York 10020 


CNG DEVELOPMENT COMPANY Ltd. 


CNG PRODUCING COMPANY 
445 West Main Street 
Clarksburg, West Virginia 26301 


(70-6176) 


NOTICE OF PROPOSAL REQUESTING THAT 
EXCEPTION FROM CONSOLIDATED TAX ALLOCA- 
TION PROVISIONS OF RULE 45(b)(6), PREVIOUSLY 
GRANTED FOR YEARS 1972 THROUGH 1977, BE EX- 
TENDED TO YEARS 1978 AND 1979 


NOTICE IS HEREBY GIVEN that Consolidated Natural 
Gas Company (“Consolidated”), a registered holding 
company, and two of its subsidiary companies have 
filed a declaration with this Commission pursuant to 
Section 12(b) of the Public Utility Holding Company 
Act of 1935 (“Act”) and Rule 45 promulgated there- 
under regarding the following proposed transactions. 
All interested persons are referred to said declaration, 
which is summarized below, for a complete statement 
of the proposed transaction. 


Consolidated and its subsidiary companies join an- 
nually in filing a consolidated federal income tax 
return. By order dated February 6, 1973, in File No. 
70-5293 (HCAR No. 17875), Consolidated, pursuant to 
subparagraph (a) of Rule 45 under the Act, was granted 
authorization for the years 1972 and 1973 to allocate 
the group’s consolidated income tax liabilities in a 
manner differing in certain respects from that which is 
prescribed by subparagraph (b)(6) of Rule 45. By orders 
dated May 30, 1974, and May 12, 1976 (HCAR Nos. 
18418 and 19523), such authorization was extended to 
the years 1974 through 1977 based on the finding that 
the factors which gave rise to the original authorization 
were expected to continue to affect Consolidated’s tax 
situation for these additional years. In the instant 
filing, it is stated that the factors which gave rise to the 
authorization previously requested for the tax years 
1972 through 1977 are expected to be operative for the 
years 1978 and 1979, and the Commission is requested 
to extend that authorization so as to cover those latter 
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years. The proposed authorization involves the 
operations of Consolidated’s two exploration and de- 
velopment subsidiaries, CNG Development Company 
Ltd. (“CNG Ltd.”) and CNG Producing Company 
(“CNG Producing”). CNG Ltd. participates in gas ex- 
ploratory ventures with other companies on Canadian 
federal lands. CNG Producing conducts exploration 
and development operations in the southern United 
States, where it sells gas to Consolidated Gas Supply 
Corporation and other pipeline suppliers, and in the 
Province of Alberta, Canada. 


The reasons for departing from the tax allocation 
prescription of Rule 45(b)(6) were set forth in some 
detail! in said order of February 6, 1973. Briefly 
restated, these are that the exploration and develop- 
ment activities of CNG Ltd. and CNG Producing require 
substantial investments of capital; that it takes seve @ 
years before newly discovered gas reserves can be de- 
veloped, produced, and brought to market; that during 
the lengthy development period the companies incur 
tax losses which are included in the consolidated tax 
returns and result in sizable reductions in the con- 
solidated tax liabilities; that under the tax allocation 
prescription of Rule 45(b)(6) these tax savings would 
flow to other companies in the consolidated group and 
would thus be rendered unavailable to CNG Ltd. and 
CNG Producing for furtherance of their exploration and 
development activities; and that this would result in 
inequities in the allocation of the consolidated taxes. 


For the respective. years 1972 through 1977, it is stated 
that the two producing subsidiaries incurred aggregate 
losses for tax purposes of approximately $4,111,000, 
$11,752,000, $13,294,000, $15,356,000, $15,110,000, 
and $31,572,000, resulting in aggregate tax credits of 
approximately $1,974,000, $5,641,000, $6,381,000, 
$7,371,000, $7,293,000, and $15,153,000 to both 
companies in those respective years under the 
authorization heretofore granted. It is estimated that 
the exploration and development activities of CNG Ltd. 
and CNG Producing in 1978 will result in further ag- 
gregate tax-deductible losses of $15,538,000 which, at 
present tax rates, would result in consolidated tax re- 
ductions of $7,456,000. 


In light of the foregoing, declarants request that the 
authorization heretofore granted for the years 1972 
through 1977, as to the method of allocating the 
group’s consolidated federal income taxes in a manner 
other than prescribed by Rule 45(b)(6), be granted to 
cover the years 1978 and 1979. Under the requested 
authorization, and based on the present estimates, the 
two producing companies would receive a cash tax 
credit in 1978 in the amount indicated above. The tax 
allocation to be followed in 1978 and 1979 would be the 
same as heretofore authorized, to wit: 
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1. When, in any taxable year, the operations of any 
producing subsidiary result in a tax loss, then the con- 
solidated federal income tax to be allocated among the 
system companies would be based upon the tax that 
would have resulted had the company incurring the 
loss been excluded from the consolidated federal 
income tax return. 


2. The funds retained by virtue of the reduction in tax 
resulting from inclusion of that tax loss in the 
consolidated federal income tax return would be 
remitted to the company sustaining such tax loss. 


3. In future years, when any producing subsidiary has 
taxabie income, it may be entitled to tax credits as a 
result of the net operating loss carryback and carryover 
provisions of Sec. 172(b) of the Internal Revenue Code, 
as amended, in order to comply with the separate 
return limitations required by Rule 45(b)(6). Any credits 
remitted under paragraph 2. would be applied to reduce 
any credits in future years to which any such sub- 
sidiary may become entitled under the separate return 
limitations of Rule 45(b)(6). 


4. Inno event will the tax allocated to each subsidiary 
company exceed the amount of tax of such company 
based upon a separate return computed as if such 
company had always filed its tax returns on a separate 
return basis. 


5. For the purposes of the consolidated income tax 
regulation, CNG Ltd. is regarded as a domestic 
corporation. Accordingly, CNG Ltd. will be treated as 
such for purposes of the proposed tax allocation under 
Rule 45(b)(6). 


It is stated that no state commission and no federal 
commission, other than this Commission, has juris- 
diction over the proposed transactions. Fees and 
expenses to be incurred in connection with the pro- 
posed transactions are estimated not to exceed $3,100, 
including $1,000 for services rendered at cost by the 
system service company, Consolidated Natural Gas 
Service Company, Inc. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later that July 17, 1978, request in 
writing that a hearing be held on such matter, stating 
the nature of his interest, the reasons for such request, 
and the issues of fact or law raised by the filing which 
he desires to controvert; or he may request that he be 
notified if the Commission should order a hearing 
thereon. Any such request should be addressed: 
Secretary, Securities and Exchange Commission, 
Washington, D.C. 20549. A copy of such request 
should be served personally or by mail upon the 
declarants at the above-stated addresses, and proof of 
service (by affidavit or, in case of an attorney at law, by 
certificate) should be filed with the request. At any 





time after said date, the declaration, as filed or as it 
may be amended, may be permitted to become 
effective as provided in Rule 23 of the General Rules 
and Regulations promulgated under the Act, or the 
Commission may grant exemption from such rules as 
provided in Rules 20(a) and 100 thereof or take such 
other action as it may deem appropriate. Persons who 
request a hearing or advice as to whether a hearing is 
ordered will receive any notices or orders issued in this 
matter, including the date of the hearing (if ordered) 
and any postponements thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20595/June 20, 1978 


In the Matter of 


COLUMBIA GAS OF OHIO, INC. 
COLUMBIA GAS OF WEST VIRGINIA, INC. 
COLUMBIA GAS OF KENTUCKY, INC. 
COLUMBIA GAS OF VIRGINIA, INC. 


COLUMBIA GAS OF PENNSYLVANIA, INC. 


COLUMBIA GAS OF NEW YORK, INC. 


COLUMBIA GAS OF MARYLAND, INC. 
Columbus, Ohio 


(70-6027) 


ORDER AUTHORIZING PROPOSAL BY GAS UTILITY 
COMPANY TO INITIATE PROGRAM TO FINANCE 
HOME INSULATION INSTALLATION BY CON- 
SUMERS; RESERVATION OF JURISDICTION 


Columbia Gas of Ohio, Inc. (“Columbia of Ohio”), a 
wholly-owned subsidiary of The Columbia Gas 
System, Inc., a registered holding company, has 
amended an application previously filed with this 
Commission pursuant to Sections 9(a) and 10 of the 


Public Utility Holding Company Act of 1935 (‘‘Act”) 
and Rule 40 promulgated thereunder as applicable to 
the proposed transaction. 


On July 19, 1977, the Commission gave notice (HCAR 
No. 20115) of the filing of a proposal by Columbia of 
Ohio and six of its affiliated gas utility subsidiary 
companies of The Columbia Gas System, Inc., 
whereby those utilities would make loans to residential 
heating customers for the purpose of financing the 
installation of home ceiling insulation (“Program”). In 
September 1977 the applicants decided that 
implementation of the Program would be deferred in 
light of pending federal legislation having substantial 
potential impact on the Program. 


Such federal legislation is still pending. However, the 
State of Ohio has enacted a law requiring gas and 
electric utilities in Ohio to offer loans to customers to 
finance residential insulation under certain circum- 
stances. Columbia of Ohio is a gas utility in Ohio 
subject to the terms of the new law. Accordingly, it is 
proposed that Columbia of Ohio be excluded from the 
proposed system-wide program which will remain 
pending with respect to the other system gas utility 
companies and that Columbia of Ohio engage in a 
separate program (“Columbia of Ohio Program”) 
following the requirements of state law. 


Columbia of Ohio proposes to conduct, in accordance 
with the law of the State of Ohio and subject to the 
provisions thereof, a residential insulation financing 
program whereby Columbia of Ohio will lend amounts 
up to $750 to each of its qualified residential gas space 
heating customers for insulation of such customer’s 
owner-occupied one-or two-family residence and to 
enter into an installment loan sales agreement 
containing a promissory note with such customer. 


On November 29, 1977, Amended Substitute Senate 
Bill No. 127 took effect as the law of the State of Ohio 
codified as Section 4933.021 of the Ohio Revised Code. 
The new law is intended to promote conservation of 
fuel in dwellings. In essence, the new law requires 
public utilities in the State of Ohio to: 


1. Make available to each of the aforementioned 
home heating customers, upon request, a list of 
contractors who install dwelling insulation and are 
approved by the company or Better Business Bureau, 
together with a list of financial institutions that will 
finance such installations and their terms, and 


2. If a listed institution denies a loan to a home 
heating customer, then the utility must make available 
a loan of up to $750 per residential dwelling owner who 
is a home heating customer of the utility and who 
meets specific credit requirements established by the 
company. Columbia of Ohio is requiring that to qualify 
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for aloan, a customer (1) must show that he attempted 
without success to obtain a loan from a lending 
institution, and (2) must have used service with a 
Columbia Gas distribution company for at least one 
year during which a prompt payment record was 
maintained. 


Under Section 4933.021 of the Ohio Revised Code, the 
interest charged on the loans may not exceed an 
actuarial annual percentage rate equal to four 
percentage points in excess of the discount rate on 
90-day commercial paper in effect at the Federal 
Reserve Bank, Fourth Federal Reserve District, at the 
time the loan is executed. The discount rate on 
ninety-day commercial paper in effect, on May 26, 
1978, at the Federal Reserve Bank in the Fourth Federal 
Reserve District, was quoted at 7.5% per annum. 
Therefore, any loan that might have been made by 
Columbia of Ohio on the aforementioned date would 
have had an annual rate of interest not in excess of 
11.5%. At the end of the first year during which loans 
have been made, the company shall set the actuarial 
annual percentage rate of interest charged so that the 
revenues recovered from the interest will be equal to 
the costs of administering the loan program. If costs 
exceed the aforesaid four percent over the commercial 
paper discount rate, the excess must be assumed by 
the company. When costs are less than the revenue 
recovered from interest charges, customers, who had 
loans outstanding during that year, shall be credited in 
an amount in proportion to their respective loans and 
interest payments during that year. The credit will be 
applied against the customer’s unpaid balance or his 
bill the next year. 


Under the law, loans are to be paid in equal monthly 


installments and shall not extend more than 60 
months. Columbia of Ohio proposes to limit the term 
of loans to 36 months, require no down payment nor 
collateral and treat repayments within 90 days as cash 
incurring no interest charge. Section 4933.021 of the 
Ohio Revised Code provides that such promissory note 
shall not have an acceleration clause or provide for 
additional service charges on default. Losses on the 
notes are recoverable through rates as a cost of 
rendering service. 


Columbia of Ohio is also required by Section 4933.021 
of the Ohio Revised Code to ascertain if the customer 
borrower has obtained a certification by the contractor 
who installed the insulation that such insulation meets 
the standards adopted by the Ohio Board of Building 
Standards. “Do-it-yourself” purchases and installation 
of insulation are not included in the Columbia of Ohio 
Program. 


The Columbia of Ohio Program is designed to function 
on a break-even basis and is not expected to require the 
addition of any personnel. Financing for the Columbia 
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of Ohio Program will be derived from 


generated funds. 


internally 


The availability of the Columbia of Ohio Program will 
be publicized and promoted through Columbia of 
Ohio’s operating areas through the use of funds 
previously allocated to advertising and promotion of 
conservation. The maximum amount of the loans to be 
made by Columbia of Ohio are not expected to exceed 
$1,000,000. It is anticipated that such loans will not 
exceed $300,000 for the year 1978; $400,000 for the year 
1979; and $300,000 for the year 1980. 


It is stated that no state commission and no federal 
commission, other than this Commission, must 
authorize the proposed Columbia of Ohio Program. 


Due notice of the filing of said application has been 
given in the manner prescribed in Rule 23 promulgated 
under the Act (HCAR Nos. 20115 and 20561), and no 
hearing has been requested of or ordered by the 
Commission. Upon the basis of the facts in the record, 
it is hereby found that the applicable standards of the 
Act and the rules thereunder are satisfied with respect 
to the Columbia of Ohio Program for the year 1978 and 
that no adverse findings are necessary; and that it is 
appropriate in the public interest and in the interest of 
investors and consumers that said application, as 
amended, be granted effective with respect to the 
Columbia of Ohio Program for the year 1978. 


IT 1S ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said application, 
as amended, be, and it hereby is, granted and 
permitted to become effective forthwith with respect to 
the Columbia of Ohio Program for the year 1978, 
subject to the terms and conditions prescribed in Rule 
24 promulgated under the Act. 


IT IS FURTHER ORDERED that jurisdiction be, and it 
hereby is, reserved over the proposed transactions 
relating to loans to be made under the Columbia of 
Ohio Program in the years 1979 and 1980. 


IT IS FURTHER ORDERED that jurisdiction be, and it 
hereby is, reserved with respect to the Program to be 
initiated by the applicants other than Columbia of Ohio 
pending completion of the record with respect to those 
transactions. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 








PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20596/June 22, 1978 


In the Matter of 


CENTRAL POWER AND LIGHT COMPANY 
P. O. Box 2121 
Corpus Christi, Texas 78403 


SOUTHWESTERN ELECTRIC POWER COMPANY 
P. O. Box 21106 
Shreveport, Louisiana 71156 


PUBLIC SERVICE COMPANY OF OKLAHOMA 
P. O. Box 201 
Tulsa, Oklahoma 74102 


WEST TEXAS UTILITIES COMPANY 
P. O. Box 841 
Abilene, Texas 79604 


(70-6086) 


NOTICE OF PROPOSED ORGANIZATION OF FUEL 
SUBSIDIARY COMPANY 


NOTICE IS HEREBY GIVEN that Central Power and 
Light Company (‘“CP&L’’), Southwestern Electric 
Power Company (“SWEPCO”), Public Service 
Company of Oklahoma (“PSO”) and West Texas 
Utilities Company (“WTU”), electric utility subsidiaries 
of Central and South West Corporation (“CSW”), a 
registered holding company, have filed an application- 
declaration and amendments thereto with this 
Commission pursuant to the Public Utility Holding 
Company Act of 1935 (“Act”) designating Sections 
6(a), 7, 9(a), 10, 12 and 13 of the Act and Rules 43, 45 
and 80 through 95, promulgated thereunder, as 
applicable to the proposed transaction. All interested 
persons are referred to the application-declaration, as 
amended, which is summarized below, for a complete 
statement of the proposed transaction. 


CP&L, SWEPCO, PSO and WTU (collectively, “the 
operating companies”) propose to organize a new 
corporation, Central and South West Fuels, Inc., 
(“CSWF”) with CP&L, SWEPCO and PSO each owning 
30% of CSWF’s common stock and WTU owning the 
remaining 10%. CSWF will be incorporated in Texas 
with an authorized capital of 10,000 shares of common 
stock, par value $1.00 per share. The proposed 
percentage ownership approximates the 1972-77 peak 
load averages for the operating companies and the 
operating companies anticipated future fuel needs. 


The operating companies expect that, in the future, 
CSWF will assume and carry on substantially all 


non-petroleum fuel exploration and development, 
procurement and transportation activities on behalf of 
the operating companies. Initially, CSWF will assume 
responsibility for such activities only as agent for the 
operating companies with ownership of all such 
ventures remaining in the operating companies. It is 
contemplated that when the CSW interconnection 
proceedings (Admin. Proc. File No. 3-4951) have been 
concluded satisfactorily for the CSW System, authority 
would be sought by further application to transfer 
ownership of certain ventures to CSWF. Gas and oil 
procurement responsibilities will not be transferred to 
CSWF although CSWF personnel may advise and 
assist the operating companies in their petroleum 
procurement activities. 


CSWF will serve to centralize and coordinate fuel 
planning and policy for the operating companies, 
preparing estimates of fuel needs and availability, and 
ensuring that adequate steps are taken to assure fuel 
supplies for each of the operating companies. The 
operating companies believe that CSWF will facilitate 
the pooling of the existing fuel expertise within the 
CSW System at a time when the CSW System must 
intensify its fuel exploration activity. It is contemplated 
that geologists, engineers and other fuel exploration 
and development personnel now employed by the 
operating companies, mainly PSO, will be transferred 
to CSWF, and that additional officers and staff would 
be added from time to time as appropriate. No fuel 
staff would remain with the operating companies, 
except in the oil and gas area. CSWF’s Board of 
Directors will consist of the Chairman, President and 
chief financial officer of CSW and the chief executives 
of the operating companies. CSWF’s secretary and 
treasurer will be the same as CSW’s. It is planned that 
CSWF have an initial staff of about 35 people. CSWF 
will be responsible on a continuing basis for surveying 
the fuel needs and resources of the operating 
companies. CSWF and the operating companies will 
adopt plans and budgets for exploration and 
development programs, including the types of fuel 
required and extent of activity desirable. Particular 
project proposals will then be formulated and 
submitted to the boards of directors of CSWF and the 
operating companies. The financing of projects would 
be subject to further authorization by the Commission. 


CSWF will also allow for centralization of planning and 
reporting for all fuel exploration and development 
expenditures of the operating companies. The 
operating companies believe that this will result in 
substantial economies and an increased reliability and 
uniformity of these functions. The operating 
companies believe that it may be possible to acquire 
their fuel requirements at a somewhat lower price 
through centralized exploration activities, especially 
for uranium, than they would otherwise have to pay to 
acquire fuel in the open market. 
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The operating companies will transfer cash to CSWF in 
exchange for the authorized CSWF common stock in 
an aggregate amount of $10,000 and additional 
operating advances in the amount of $300,000. CSWF 
will acquire office furniture and supplies and 
exploration equipment from PSO at PSO’s cost, less 
depreciation, on the date of transfer. At March 31, 
1978, such cost approximated $150,000. Any operating 
company would at all times be entitled to receive upon 
request a promissory note evidencing its advances to 
CSWF. Any such note would be a demand note and be 
dated as of the date of receipt of cash or property by 
CSWEF. The notes will be payable without penalty at the 
option of CSWF at any time. 


The operating companies will reimburse CSWF 
monthly, based upon their percentage ownership 
shares, for all of CSWF’s expenses related to 
jointly-owned fuel ventures. In addition each operating 
company shall be billed monthly for consulting 
services rendered on its own fuel ventures or matters. 
All charges to the operating companies shall be in 
accordance with the Commission’s Rule 91. CSWF will 
prepare a monthly statement to cover expenditures 
made by CSWF on behalf of the owner of those 
particular properties. When a project is determined to 
5e economically viable to place into operation, external 
tinancing for that project may be sought, in which case 
an additional application to and authorization by the 
Commission, will be sought. Funds for administrative 
and general expenditures will come from the operating 
companies as requested by CSWF. Such costs which 
cannot be identified with a specific project will be 
expensed. 


CSWF will utilize a project work order system to 
accumulate charges for each project owned or 
managed by CSWF. This type of system facilitates the 
accounting for each project and also readily allows 
analysis of each component of a project by 
management. If in the future fuel ventures are 
transferred to CSWF, then all billing for fuel produced 
from such ventures will include depreciation, cost of 
capital, taxes, and other relevant costs and will be 
identified to a specific mine or project. 


The operating companies propose that the return, if 
any, on investments by them in CSWF be calculated by 
applying to each investment in CSWF made by an 
operating company, whether debt or equity, a 
composite rate of return calculated by applying to the 
consolidated capital structure (excluding short-term 
debt) of the four operating companies, (excluding CSW 
and third-tier subsidiaries), as of the last day of the 
calendar quarter next preceding the date of such 
investment, an interest rate on long-term debt 
(excluding tax-exempt borrowings) equal to the 
effective interest cost of any operating company’s last 
debt issue preceding the investment, a_ preferred 
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dividend rate equal to the effective dividend rate of any 
operating company’s last preferred stock issue 
preceding the investment and a return on common 
equity not to exceed the rate of return on common 
equity allowed by the Federal Energy Regulatory 
Commission or its successor (except as subject to 
refund) in that Commission’s then most recent 
decision with respect to any of the operating 
companies in a wholesale rate case of general 
applicability, the rate so applied to be modified 
prospectively from time to time upon the allowance of 
any different such rate of return. 


in the event that, at the time an investment were made, 
the operating companies had not issued long-term 
debt or preferred stock, which ever is applicable, within 
the preceding 12 months, then upon the subsequent 
issuance of such debt or preferred stock, as the case 
may be, the interest or dividend cost thereof would be 
substituted, from and after the date of such issuance, 
for the interest or dividend cost previously applied. 


Upon the retirement of an issue of long-term debt or 
preferred stock, the cost of which was used as a 
component in calculating the rate of return on an 
investment, the cost of the long-term debt or preferred 
stock, whichever is applicable, issued next preceding 
the date of such retirement, will be substituted 
therefore on a prospective basis. If however the 
operating companies had not issued long-term debt or 
preferred stock, whichever is applicable, within the 
preceding 12 months, then the procedure outlined 
above for such eventualities would be utilized. 


lf CSWF receives financing from a non-affiliate, such 
financing will be included in CSWF’s imputed capital 
structure at actual cost. To the extent that such 
allocation, by increasing CSWF’s imputed long-term 
debt, causes CSWF’s capital structure to vary from that 
otherwise applicable, subsequent investments by the 
operating companies wil! be allocated in such a 
manner as to eliminate such variation, by treating them 
first as common equity and then as preferred stock 
equity until such components equal in percentage the 
respective percentages previously applicable. 


In the event CSWF repays outstanding advances or 
investments of the operating companies, it will be 
assumed that the last investment or advance made by 
the operating company was repaid. The return on 
investment by the operating companies and the cost of 
money from other sources shall be capitalized and 
included in determining cost to the operating 
companies, subject to any further orders of this 
Commission entered after review of CSWF’s practices 
in the matter. It is proposed that the payments for 
program expenses made by the operating companies to 
CSWF be treated as payments towards exploration and 
development expenses authorized in the separate 





subsidiary filings and be reported by them in their 
quarterly reports respecting such filings. It is further 
proposed that CSWF would file quarterly reports with 
the Commission under Rule 24 on the amounts spent 
and activities undertaken in pursuit of the exploration 
and development program of the operating companies. 
CSWF also proposes to file reports annually on the 
appropriate form. 


It is stated that no state commission and no federal 
commission other than this Commission has 
jurisdiction with respect to the proposed transaction. It 
is stated that the fees and expenses to be incurred in 
connection with the proposed transaction will be filed 
by amendment. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than July 18, 1978, request in 
writing that a hearing be held on such matter, stating 
the nature of his interest, the reasons for such request, 
and the issues of fact or law raised by said 
application-declaration, as amended, which he desires 
to controvert; or he may request that he be notified if 
the Commission should order a hearing thereon. Any 
such request should be addressed: Secretary, 
Securities and Exchange Commission, Washington, 
D.C. 20549. A copy of such request should be served 
personally or by mail upon the applicants-declarants at 
the above-stated addresses, and proof of service (by 
affidavit or, in case of an attorney at law, by certificate) 
should be filed with the request. At any time after said 
date, the application-declaration, as amended or as it 
may be further amended, may be granted and permitted 
to become effective as provided in Rule 23 of the 
General Rules and Regulations promulgated under the 
Act, or the Commission may grant exemption from 
such rules as provided in Rules 20(a) and 100 thereof or 
take such other action as it may deem appropriate. 
Persons who request a hearing or advice as to whether 
a hearing is ordered will receive any notices and orders 
issued in this matter, including the date of the hearing 
(if ordered) and any postponements thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20597/June 22, 1978 


In the Matter of 


AMERICAN ELECTRIC POWER COMPANY, INC. 


AMERICAN ELECTRIC POWER SERVICE 
CORPORATION 
New York, New York 


(70-6168) 


ORDER AUTHORIZING ISSUANCE OF NOTE AND 
PROCUREMENT OF LETTERS OF CREDIT OR 
SURETY BONDS BY SERVICE COMPANY IN 
CONNECTION WITH CASUALTY INSURANCE 
PROGRAM 


American Electric Power Company, Inc. (“AEP”), a 
registered holding company, and its service company 
subsidiary American Electric Power Service Corpora- 
tion (‘Service Company’’) have filed with this 
Commission an application-declaration pursuant to 
Sections 6(a), 7, 12(b) and 12(d) of the Public Utility 
Holding Company Act of 1935 (“Act”) and Rule 50(a)(4) 
promulgated thereunder regarding the following 
proposed transactions. 


Service Company renders various management and 
other services to the AEP System companies, 
including the procurement of virtually all their required 
insurance protection. A major component of such 
insurance protection consists of a primary casualty 
insurance program which affords workmen’s compe 1- 
sation and comprehensive public liability protection in 
each instance up to a limit of $500,000 per occurrence. 
In addition to such primary casualty insurance, excess 
public liability insurance is also maintained to provide 
coverage for losses in excess of $500,000. 


Prior to April 1, 1978, Service Company maintained a 
conventional primary casualty insurance program 
affording the following workmen’s compensation as 
well as general and automobile liability insurance: (1) 
workmen’s compensation insurance for all benefits 
payable under state compensation laws and employers’ 
liability in an amount of not in excess of $500,000 per 
occurrence; and (2) general liability and automobile 
insurance providing for full coverage in each instance 
up to $500,000 per occurrence for bodily injury liability 
and self-insured deductible of $500,000 for property 
damage liability. The premiums payable for such a 
program were predetermined prior to the effective date 
of the insurance protection. The workmen’s 
compensation insurance premiums were determined 
by application of rates per $100 of payroll! prescribed by 
state insurance manuals. The general liability and 
automobile insurance premiums were derived from the 
use of aloss rating to determine an appropriate rate per 
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$100 of payroll and per vehicle in service. 
Consequently, the total amount of premium was 
calculated prior to the commencement of coverage. For 
the year of coverage from 1977 to 1978 a deposit 
premium was payable in the amount of 12-1/2% of the 
pre-calculated premium at the inception of coverage 
and the balance was payable in eleven equal monthly 
installments. The deposit premium was subject to 
premium audits and retrospective loss adjustments to 
reflect favorable or unfavorable actual loss experience. 


Effective April 1, 1978, Service Company instituted a 
new primary casualty insurance program with 
Insurance Company of North America (‘‘INA’’) 
providing workmen’s compensation insurance program 
(which includes employer liability coverage) continues 
to provide insurance for all benefits payable under 
state compensation laws, but the premium for such 
coverage is determined on a paid loss retrospective 
rating basis under which (1) the AEP System 
companies pay a deposit premium of $181,000 in 
twelve monthly installments instead of a standard 
deposit premium of $722,000, (2) Service Company 
agrees to reimburse INA for paid losses and maintains 
a special deposit fund of $36,750 from which INA may 
alternatively pay losses, and (3) Service Company 
issues a promissory note in favor of INA in the initial 
amount of $670,250 as collateral for the payment of the 
unpaid balance of the deposit premium ($722,000 less 
$15,000 for the first monthly installment and less 


$36,750 for the special deposit loss fund of $36,750). 
The workmen’s compensation premium paid under this 
program is subject to loss fund, audit and paid loss 
retrospective adjustments which could result in 
changes during the course of the program in the 
amount of the promissory note so that such note would 


equal, together with the cash deposit premium 
payments made, the entire amount of the premium as 
then determined (such premium not to exceed 250% of 
the estimated standard deposit premium of $722,000). 
Such promissory note will be non-interest bearing and 
payable upon demand by INA. In addition such note 
must be supported by either a letter of credit or a surety 
bond in the full amount of the note. 


This new program also includes general and 
automobile liability insurance on a deductible basis 
providing coverage for bodily injury with a limit of 
liability of $500,000 whereby (1) the AEP System 
companies pay a deposit premium of $693,000 in 
twelve monthly installments instead of a standard 
deposit premium of over $4,000,000, (2) Service 
Company agrees to reimburse INA for all paid losses 
and maintains a special deposit fund of $88,000 from 
which INA may alternatively pay losses, and (3) Service 
Company provides INA a letter of credit or surety bond 
in the amount of $2,100,000 which is equal to the 
expected public liability losses of $2,668,000 less 
expected first year paid losses of $568,000. The public 
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liability premium payable under this program is subject 
to audit and paid loss adjustments whicii could change 
the amount of the required letter of credit and bond of 
indemnity. The maximum amount of paid losses which 
must be reimbursed by Service Company under the 
liability program shall not exceed $7,500,000, and all 
losses in excess thereof are to be borne by INA. 


Under the new primary casualty insurance program INA 
basically will collect at the commencement of the 
program only the expense portion of the total premium 
normally payable for the insurance coverage afforded 
in the form of deposit premiums. INA will defer the 
collection of the loss portion of the total premium cost 
of the program until losses are actually paid, at which 
time Service Company will be billed and obliged to 
reimburse INA for such paid losses. This new program 
is expected to result in the following benefits: (1) cash 
flow advantages resulting from reduced deposit 
premiums, installment premium audit, retrospective 
rating adjustments and, most importantly, the 
reimbursement of the insurer for losses only at such 
time as they are actually paid; (2) premium savings in 
excess of $500,000 over the duration of the program for 
the policy year April 1, 1978, to April 1, 1979, resulting 
from INA’s lower charges for unallocated claims and 
administrative expenses inherent to the program; (3) 
improved control over the effectiveness and cost of 
loss prevention service provided by INA by virtue of its 
increased ability to tailor such service to the specific 
needis of the AEP System companies; and (4) an 
opportunity to plan for an orderly transition to a 
program of self-insurance for all casualty losses. 


Letters of credit or surety bonds in the favor of INA are 
required under the new program so as to assure INA 
that the loss portion of the premium will be paid by 
Service Company. It is stated that it may be necessary 
that AEP guarantee the performance of Service 
Company in order for Service Company to obtain the 
required letters of credit or surety bonds. In such case 
no charge would be made by AEP for such guaranty. In 
the alternative it may be necessary that AEP itself 
obtain the required letters of credit or surety bonds on 
behalf of Service Company, in which case AEP will bill 
Service Company for any costs thereof. Approval is 
sought for AEP to undertake these actions if 
necessary. 


The fees and expenses to be incurred in connection 
with the proposed transactions are estimated at 
$17,500, including legal fees of $500. No state 
commission and no federal commission, other than 
this Commission, has jurisdiction over the proposed 
transactions. 


Due notice of the filing of said application-declaration 
has been given in the manner prescribed in Rule 23 
promulgated under the Act (HCAR No. 20554), and no 





hearing has been requested of or ordered by the 
Commission. Upon the basis of the facts in the record, 
it is hereby found that the applicable standards of the 
Act and the rules thereunder are satisfied and that no 
adverse findings are necessary; and that it is 
appropriate in the public interest and in the interest of 
investors and consumers that said application- 
declaration be granted and permitted to become 
effective: 


IT 1S ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said application- 
declaration be, and it hereby is, granted and permitted 
to become effective forthwith, subject to the terms and 
conditions prescribed in Rule 24 promulgated under 
the Act. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20598/June 22, 1978 


In the Matter of 

SOUTHWESTERN ELECTRIC POWER COMPANY 

P. O. Box 21106 

Shreveport, Louisiana 71156 

(70-6178) 

NOTICE OF PROPOSED ISSUANCE AND SALE AT 


COMPETITIVE BIDDING OF $50,060,000 IN FIRST 
MORTGAGE BONDS 





1978 


Generation $ 69,336,000 


Transmission 


$ 75,100,000 


NOTICE IS HEREBY GIVEN that Southwestern Electric 
Power Company, (“SWEPCO”) an electric utility 
subsidiary of Central and South West Corporation, a 
registered holding company, has filed an application 
with this Commission pursuant to the Public Utility 
Holding Company Act of 1935 (“Act”) designating 
Section 6(b) of the Act and Rule 50 promulgated 
thereunder as applicable to the proposed transaction. 
All interested persons are referred to the application, 
which is summarized below, for a complete statement 
of the proposed transaction. 


SWEPCO proposes to issue and sell, pursuant to the 
competitive bidding requirements of Rule 50, 
$50,000,000 principal amount of its First Mortgage 
Bonds, Series 0, to be dated August 1, 1978 (the 
“Bonds”) and to mature August 1, 2008. 


The proceeds to be derived from the sale of the Bonds 
(exclusive of accrued interest and after deducting 
expenses of issue) will be used by SWEPCO towards 
future construction and fuel exploration and 
development expenditures and to repay short-term 
borrowings incurred or expected to be incurred to 
finance construction expenditures. Approximately 
$57,000,000 of short-term borrowings are expected to 
be outstanding as of August 17, 1978, the planned date 
of issuance of the Bonds. No funds generated from the 
Bonds nor any of the borrowings retired thereby will be 
or have been utilized to pay the cost of facilities which 
would not be needed to provide service to customers of 
SWEPCO if it were not part of the Central and South 
West System. No expenditures will be made by 
SWEPCO for the construction or acquisition of any 
facility not so needed prior to the time all funds cover- 
ed by this application have been expended. For the 
purposes of the foregoing representation, it is 
assumed that none of the facilities construction or 
acquisition of which would be part of any proposal 
forming the subject of the proceedings in Central and 
South West Corporation, et al. (Admin. Proc. File No. 
3-4951) would be needed to provide service to 
customers of SWEPCO if it were not part of the Central 
and South West System. SWEPCO’s estimated 
construction and fuel exploration and development 
expenditures for 1978 through 1980 are as follows: 
1979 1980 
$ 84,226,000 


Total 
$228 ,698,000 


12,561,000 36,602,000 24,446,000 73,609,000 


Distribution 19,248,000 17,657,000 21,103,000 58,008,000 


Fuel exploration 


and development 10 ,928,000 


$112,109 ,000* 


12,214,000 
$141,573,000 


12 , 384,000 
$142,159, 00¢ 


35,526,000 
$395, 841,000 








Total 


* Approximately $35,887,000 of the 1978 estimated total had been expended at -. 


0, 1978. 
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The annual interest rate and the redemption prices of 
the Bonds, and the price to be paid to SWEPCO 
therefor (which will not be less than 99% nor more than 
102.75%), will be determined through competitive 
bidding. The Bonds will enjoy refunding protection 
until August 1, 1983, and will be subject to a 1% 
sinking fund beginning in 1979. The Bonds will be 
issued under and secured by the Company’s Indenture, 
dated February 1, 1940, under which Continental 
Illinois National Bank and Trust Company of Chicago 
and M.J. Kruger are Trustees, as amended by the 
indentures supplemental thereto heretofore executed 
(the “Indenture”), and to be further amended by a 
proposed supplemental indenture to be dated August 
1, 1978. 


It is stated that the fees and expenses to be incurred in 
connection with the proposed transaction are 
estimated at $170,000 including $29,250 in counsel 
fees, $18,000 in Trustee fees and $7,500 in accountants 
fees. 


It is stated that the Arkansas Public Service 
Commission and the Corporation Counsel of 
Oklahoma have jurisdiction with respect to the 
issuance and sale of the Bonds. It is further stated that 
no other state commission and no federal commission, 
other than this Commission, has jurisdiction with 
respect to the proposed transaction. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than July 17, 1978, request in 
writing that a hearing be held on such matter, stating 
the nature of his interest, the reasons for such request, 
and the issues of fact or law raised by said application 
which he desires to controvert; or he may request that 
he be notified if the Commission should order a 
hearing thereon. Any such request should be 
addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of such 
request should be served personally or by mail upon 
the applicants at the above-stated address, and proof 
of service (by affidavit or, in case of an attorney at law, 
by certificate) should be filed with the request. At any 
time after said date, the application, as filed or as it 
may be amended, may be granted as provided in Rule 
23 of the General Rules and Regulations promulgated 
under the Act, or the Commission may grant 
exemption from such rules as provided in Rules 20(a) 
and 100 thereof or take such other action as it may 
deem appropriate. Persons who request a hearing or 
advice as to whether a hearing is ordered will receive 
any notices and orders issued in this matter, including 
the date of the hearing (if ordered) and any 
postponements thereof. 
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For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20599/June 22, 1978 


In the Matter of 


YANKEE ATOMIC ELECTRIC COMPANY 
Westborough, Massachusetts 


(70-6022) 


ORDER AUTHORIZING ISSUANCE AND SALE OF 
NOTE 


Yankee Atomic Electric Company (“Yankee Atomic”), 
an electric utility subsidiary company of New England 
Electric System and Northeast Utilities, registered 
holding companies, has filed with this Commission 
post-effective amendments to its application- 
declaration previously filed and amended pursuant to 
Sections 6(a), 7, 9(a) and 12(c) of the Public Utility 
Holding Company Act of 1935 (“Act”) and Rules 24(c), 
42(b)(2) and 50(a)(2) promulgated thereunder concern- 
ing the following proposed transaction. 


By order dated June 29, 1977 (HCAR No. 20095), 
Yankee Atomic was granted an exemption from 
competitive bidding in connection with the proposed 
issuance and sale to institutional investors not later 
than December 31, 1977, of up to $10,000,000 principal 
amount of term notes ranging in maturity from two to 
ten years. Jurisdiction was reserved in said order with 
respect to the terms and conditions of the notes and the 
fees and expenses to be incurred in connection with 
their sale. By supplemental order dated December 6, 
1977 (HCAR No. 20300), Yankee Atomic was granted 
an extension of the exemption from competitive 
bidding from December 31, 1977, until July 1, 1978. 


By post-effective amendments filed herein Yankee 
Atomic states that it proposes to issue and sell to the 
National Bank of North America (“Bank”) a long-term 
unsecured note (“Note”) in the principal amount of 
$10,000,000. The Note will be issued pursuant to an 
agreement (“Note Agreement”), will mature in not 





more than ten years from date of issue and will bear 
interest at the rate of 8-3/4% per annum on the unpaid 
principal balance payable semiannually from date of 
issue to maturity. The Note Agreement also provides 
for the amortization of principal after the first four loan 
years, payable in twelve semiannual installments, the 
first ten such installments being $900,000 each and the 
last two installments being $500,000 each. The Note 
may not be refunded during its first five years but may 
be prepaid thereafter in whole or in part at a premium. 
The proceeds from the issuance and sale of the Note 
will be used to reduce Yankee Atomic’s short-term 
debt, which was $20,250,000 as of May 10, 1978. 


It is stated that the exception from competitive bidding 
contained in Rule 50(a)(2) applies to the transaction 
and that the previously granted exemption is not 
necessary. 


The fees and expenses to be incurred in connection 
with the proposed transaction are estimated at 
$20,400, including $10,000 of services to be performed 
at cost by New England Power Service Company, as 
affiliate of Yankee Atomic. The Massachusetts 
Department of Public Utilities has authorized the 
proposed transaction. No other state commission and 
no federal commission, other than this Commission, 
has jurisdiction over the proposed transaction. 


Upon the basis of the facts in the record, it is hereby 
found that the applicable standards of the Act and the 
rules thereunder are satisfied and that no adverse 
findings are necessary; and that it is appropriate in the 
public interest and in the interest of investors and 
consumers that said application-declaration, as 
amended by said post-effective amendments, be 
granted and permitted to become effective: 


IT IS ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said application- 
declaration, as amended by said post-effective 
amendments, be, and it hereby is, granted and 
permitted to become effective forthwith, subject to the 
terms and conditions prescribed in Rule 24 
promulgated under the Act, and that the jurisdiction 
previously reserved be, and it hereby is, released. 


For the Commission, by the Division of Corporate 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20600/June 22, 1978 


In the Matter of 


ALABAMA POWER COMPANY 
Birmingham, Alabama 


(70-5949) 
ORDER RELEASING JURISDICTION 


On February 23, 1977, the Commission issued an order 
(HCAR No. 19900) authorizing Alabama Power 
Company (“Alabama”), an electric utility subsidiary 
company of The Southern Company, a registered 
holding company, to enter into an Installment Sale 
Agreement (“Agreement”) with the Industrial Develop- 
ment Board of the Town of West Jefferson (“Board”) to 
finance certain pollution control facilities at Alabama’s 
Miller Steam Plant (“Project”). Pursuant to that 
Agreement the Board purchased the then existing 
portions of the Project, undertook to complete its 
construction and to sell the completed Project to 
Alabama for a purchase price payable in semi-annual 
installments over a term of years. The Board has issued 
and sold $40,000,000 principal amount of its pollution 
control revenue bonds and the proceeds of the sale 
have been applied to payment of the cost of 
construction of the Project. The total cost of 
construction of the Project has exceeded $40,000,000 
and on June 9, 1978, the Commission issued an order 
(HCAR No. 20586) authorizing Alabama to amend its 
Agreement with the Board to allow for the issuance of 
up to $48,000,000 in additional pollution control 
revenue bonds (‘‘Additional Bonds’’). Alabama’s 
obligation under the Agreement to make semiannual 
purchase price payments will be increased to require 
additional payments sufficient to pay the principal and 
interest on the Additional Bonds as they become due 
and payable. 


In the order of June 9, 1978, the Commission reserved 
jurisdiction with respect to the semiannual installment 
payment obligations to be undertaken by Alabama 
pursuant to its Agreement with the Board insofar as 
such payments are affected by the effective interest 
rate of the Additional Bonds to be sold by the Board. 
Alabama has now informed the Commission that the 
Board has entered into arrangements with a group of 
underwriters for the sale of $48,000,000 principal 
amount of Additional Bonds maturing June 1, 2008. 
Such arrangements provide for an interest rate of 
7-3/8% per annum and result in an effective interest 
cost to the Board of 7.58% per annum. 


IT IS ORDERED that the jurisdiction reserved in the 


order of June 9, 1978, with respect to the semiannual 
installment payment obligations to be undertaken by 
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Alabama pursuant to its Agreement with the Board 
insofar as such payments are affected by the effective 
interest rate of the Additional Bonds be, and it hereby is, 
released effective forthwith and that the proposed trans- 
actions may be consummated, subject to the terms and 
conditions prescribed in Rule 24 promulgated under the 
Public Utility Holding Company Act of 1935. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 








INVESTMENT COMPANY ACT OF 1940 
Release No. 10280/June 16, 1978 


In the Matter of 


INTEGRATED GROWTH FUND, INC. 
(Formerly Shiff Hedge Fund, Inc. and Murray Hill 
Fund, Inc.) 

36 Woodland Street 

Hartford, Connecticut 06105 


(811-1297) 


NOTICE OF FILING OF APPLICATION PURSUANT TO 
SECTION 8(f) OF THE INVESTMENT COMPANY ACT 
OF 1940 FOR AN ORDER DECLARING THAT 
APPLICANT HAS CEASED TO BE AN INVESTMENT 
COMPANY. 


NOTICE IS HEREBY GIVEN THAT Integrated Growth 
Fund, Inc. (‘Applicant’), registered under the 


Investment Company Act of 1940 (“Act”), as an 
open-end, diversified management investment 
company, filed an application on January 3, 1978, and 
amendments thereto on May 5, 1978, and June 12, 
1978, pursuant to Section 8(f) of the Act, for an order of 
the Commission declaring that Applicant has ceased to 
be an investment company as defined in the Act. 
Applicant registered under the Act as Murray Hill Fund, 
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Inc.; its name was subsequently changed to Shiff 
Hedge Fund, Inc., and in November, 1969, to its 
present name, Integrated Growth Fund, Inc. All 
interested persons are referred to the application on 
file with the Commission for a statement of the 
representations contained therein, which are sum- 
marized below. 


Applicant was organized under the applicable laws of 
the State of New York. On December 24, 1964, it 
registered under the Act, and on that date also filed a 
registration statement (File No. 2-23043) under the 
Securities Act of 1933 for the public offer and sale of 
200,000 shares of its capital stock. This registration 
statement became effective on June 2, 1965, and from 
that date until May 31, 1972, shares of its capital stock 
were offered for sale to the public. As of May 31, 1977, 
Applicant had 538 holders of its capital stock. No 
public offering of Applicant’s capital stock is now 
being made, and Applicant does not contemplate 
making such a public offering in the immediate future. 


Applicant states that it currently has no assets, and 
that it has outstanding liabilities amounting to 
$7,517.70. The application also states that Mr. Everett 
R. White, Applicant’s president, has agreed to be 
personally liable for Applicant’s outstanding liabilities, 
and that Mr. White had adequate personal assets or the 
means to acquire such assets to be able to cover all of 
Applicant’s outstanding liabilities. Applicant repre- 
sents that there are no legal proceedings currently 
pending against it. Applicant further states that a letter 
has been sent to the Secretary of State of New York 
requesting that its corporate existence be terminated. 
Upon termination of ite corporate existence Applicant’s 
authority to transact business will cease. Since it has 
no current outstanding assets, Applicant’s share- 
holders will receive no pro-rata distribution of assets 
upon termination of Applicant’s corporate existence. 


Section 8(f) of the Act provides, in pertinent part, that 
whenever the Commission on its own motion or upon 
application finds that a registered investment company 
has ceased to be an investment company, it shall so 
declare by order and upon the taking effect of such 
order the registration of such company shall cease to 
be in effect. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than July 10, 1978, at 5:30 p.m. 
submit to the Commission in writing a request for a 
hearing on the application accompanied by a statement 
as to the nature of his interest, the reasons for such 
request, and the issues, if any, of fact or law proposed 
to be controverted, or he may request that he be 
notified if the Commission shall order a hearing 
thereon. Any such communication should be 
addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of such 





request shall be served personally or by mail upon 
Applicant at the address stated above. Proof of 
such service (by affidavit, or in case of an 
attorney-at-law, by certificate) shall be filed 
contemporaneously with the request. As provided by 
Rule 0-5 of the Rules and Regulations promulgated 
under the Act, an order disposing of the application 
herein will be issued as of course following said date 
unless the Commission thereafter orders a hearing 
upon request or upon the Commission’s own motion. 
Persons who request a hearing, or advice as to whether 
a hearing is ordered, will receive any notices and orders 
issued in this matter, including the date of the hearing 
(if ordered) and any postponements thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10281/June 19, 1978 


In the Matter of 


PROVIDOR INVESTORS FUND 
4601 Market Street 
Philadelphia, Pennsylvania 19101 


(811-1818) 


NOTICE OF FILING OF APPLICATION PURSUANT TO 
SECTION 8(f) OF THE INVESTMENT COMPANY ACT 
OF 1940 FOR AN ORDER DECLARING THAT 
APPLICANT HAS CEASED TO BE AN INVESTMENT 
COMPANY. 


NOTICE IS HEREBY GIVEN that Providor Investors 
Fund (‘Applicant’), registered under the Investment 
Company Act of 1940 (“Act”), as an open-end, 
diversified management investment company, filed an 
application on May 1, 1978, pursuant to Section 8(f) of 
the Act, for an order of the Commission declaring that 
Applicant has ceased to be an investment company as 
defined in the Act. All interested persons are referred 
to the application on file with the Commission for a 
statement of the representations contained therein, 
which are summarized below. 


Applicant, a Delaware corporation, registered under 
the Act on February 28, 1969, and on that date it also 
filed a registration statement (File No. 2-31916) under 
the Securities Act of 1933 covering 5,000,000 shares of 
its capital stock in connection with a proposed public 
offering of its shares. This registration statement was 
declared effective by the Commission on February 5, 
1970, and Applicant commenced a public offering of 
shares of its capital stock on that date. 


The application states that on December 14, 1977, at 
the annual meeting of shareholders holders of a 
majority of the issued and outstanding shares of 
capital stock of Applicant approved an Agreement and 
Plan of Reorganization (“Agreement”) which provided 
for the transfer by Applicant of substantially all of its 
properties and assets to The Putnam Income Fund, 
Inc., a Massachusetts Corporation (“Putnam”), an 
open-end, diversified management investment 
company registered under the Act, in exchange for 
shares of common stock of Putnam. At a meeting held 
on October 19, 1977, the board of directors of 
Applicant unanimously ratified execution of the 
Agreement which had occurred on August 3, 1977. 


The Application further states that the above transfer of 
substantially all of Applicant’s properties and assets 
was consummated on February 6, 1978, and that 
pursuant to the Agreement Putnam issued 625,139.562 
shares of its common stock to Applicant. These 
Putnam shares were promptly distributed to the then 
existing shareholders of Applicant on a pro-rata basis. 


Furthermore, Applicant states that on February 27, 
1978, it filed with the Secretary of State of the State of 
Delaware a Certificate of Dissolution and that 
Applicant has been dissolved under Delaware state 
law. Applicant specifically states that it no longer 
transacts any business; and that Applicant currently 
has no assets other than $1500 in cash that has been 
retained by it in order to provide for those expenses 
and costs of dissolution and the winding-up of its 
affairs that were not identifiable on the date of 
consummation of the above transfer of assets, no 
known liabilities for which adequate provision has not 
been made, and no pending administrative pendings or 
other litigation outstanding. Applicant finally 
represents that, if it retains any of the above cash 
assets after payment of all known liabilities, 
appropriate procedures will be adopted to dispose of 
such assets in the best interests of the shareholders of 
Applicant, which may include distributing such 
remaining cash assets to Putnam. 


Section 8(f) of the Act provides, in pertinent part, that 
whenever the Commission, on its own motion or upon 
application, finds that a registered investment 
company has ceased to be an investment company, it 
shall so declare by order, and upon the effectiveness of 
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such order the registration of such company shall 
cease to be in effect. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than July 13, 1978, at 5:30 p.m., 
submit to the Commission in writing a request for a 
hearing on the application accompanied by a statement 
as to the nature of his intereSt, the reasons for such 
request, and the issues, if any, of fact or law proposed 
to be controverted, or he may request that he be 
notified if the Commission shall order a hearing 
thereon. Any such communication should be 
addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of such 
request shall be served personally or by mail upon 
Applicant at the address stated above. Proof of such 
service (by affidavit, or in case of an attorney-at-law, by 
certificate) shall be filed contemporaneously with the 
request. As provided by Rule 0-5 of the Rules and 
Regulations promulgated under the Act, an order 
disposing of the application herein will be issued as of 
course following said date unless the Commission 
thereafter orders a hearing upon request or upon the 
Commission’s own motion. Persons, who request a 
hearing or advice as to whether a hearing is ordered, 
will receive any notices and orders issued in this 
matter, including the date of the hearing (if ordered) 
and any postponements thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10282/June 19, 1978 


In the Matter of 


PROVIDOR GROWTH FUND 
4601 Market Street 
Philadelphia, Pennsylvania 19101 


(811-1817) 


NOTICE OF FILING OF APPLICATION PURSUANT TO 
SECTION 8(f) OF THE INVESTMENT COMPANY ACT 
OF 1940 FOR AN ORDER DECLARING THAT 


APPLICANT HAS CEASED TO BE AN INVESTMENT 
COMPANY. 
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NOTICE IS HEREBY GIVEN that Providor Growth Fund 
(“Applicant”), registered under the Investment 
Company Act of 1940 (“Act”), as an open-end, 
diversified management investment company, filed an 
application on May 1, 1978, pursuant to Section 8(f) of 
the Act, for an order of the Commission declaring that 
Applicant has ceased to be an investment company as 
defined in the Act. All interested persons are referred 
to the application on file with the Commission for a 
statement of the representations contained therein, 
which are summarized below. 


Applicant, a Delaware corporation, registered under 
the Act on February 28, 1969, and on that date it also 
filed a registration statement (FILE No. 2-31915) under 
the Securities Act of 1933 covering 5,000,000 shares of 
its capital stock in connection with a proposed public 
offering of its shares. This registration statement was 
declared effective by the Commission on February 5, 
1970, and Applicant commenced a public offering of 
shares of its capital stock on that date. 


The application states that on December 14, 1977, at 
the annual meeting of shareholders holders of a 
majority of the issued and outstanding shares of 
capital stock of Applicant approved an Agreement and 
Plan of Reorganization (“Agreement”) which provided 
for the transfer by Applicant of substantially all of its 
properties and assets to The Putnam Investors Fund, 
Inc., a Massachusetts Corporation (“Putnam”), an 
open-end, diversified management investment 
company registered under the Act, in exchange for 
shares of common stock of Putnam. At a meeting held 
on October 19, 1977, the board of directors of 
Applicant unanimously ratified execution of the 
Agreement which had occurred on August 3, 1977. 


The Application further states that the above transfer of 
substantially all of Applicant’s properties and assets 
was consummated on February 6, 1978, and that 
pursuant to the Agreement Putnam issued 757,171.910 
shares of its common stock to Applicant. These 
Putnam shares were promptly distributed to the then 
existing shareholders of Applicant on a pro-rata basis. 


Furthermore, Applicant states that on February 27, 
1978, it filed with the Secretary of State of the State of 
Delaware a Certificate of Dissolution and that 
Applicant has been dissolved under Delaware state 
law. Applicant specifically states that it no longer 
transacts any business; and that Applicant currently 
has no assets other than $600 in cash that has been 
retained by it in order to provide for those expenses 
and costs of dissolution and the winding-up of its 
affairs that were not identifiable on the date of 
consummation of the above transfer of assets, no 
known liabilities for which adequate provision has not 
been made, and no pending administrative pendings or 
other litigation outstanding. Applicant finally 





represents that, if it retains any of the above cash 
assets after payment of all known liabilities, 
appropriate procedures will be adopted to dispose of 
such assets in the best interests of the shareholders of 
Applicant, which may include distributing such 
remaining cash assets to Putnam. 


Section 8(f) of the Act provides, in pertinent part, that 
whenever the Commission, on its own motion or upon 
application, finds that a registered investment 
company has ceased to be an investment company, it 
shall so declare by order, and upon the effectiveness of 
such order the registration of such company shall 
cease to be in effect. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than July 13, 1978, at 5:30 p.m., 
submit to the Commission in writing a request for a 
hearing on the application accompanied by a statement 
as to the nature of his interest, the reasons for such 
request, and the issues, if any, of fact or law proposed 
to be controverted, or he may request that he be 
notified if the Commission shall order a hearing 
thereon. Any such communication should be 
addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of such 
request shall be served personally or by mail upon 
Applicant at the address stated above. Proof of such 
service (by affidavit, or in case of an attorney-at-law, by 
certificate) shall be filed contemporaneously with the 
request. As provided by Rule 0-5 of the Rules and 
Regulations promulgated under the Act, an order 
disposing of the application herein will be issued as of 
course following said date unless the Commission 
thereafter orders a hearing upon request or upon the 
Commission’s own motion. Persons, who request a 
hearing or advice as to whether a hearing is ordered, 
will receive any notices and orders issued in this 
matter, including the date of the hearing (if ordered) 
and any postponements thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10283/June 20, 1978 


In the Matter of 


MUNICIPAL EXEMPT TRUST, NEW YORK EXEMPT 
SERIES 1 AND OTHER STATE, NATIONAL, 
SIMILAR AND SUBSEQUENT SERIES 

c/o Glickenhaus & Co. 

522 Fifth Avenue 

New York, New York 10036 


(812-4315) 


NOTICE OF APPLICATION PURSUANT TO SECTION 
6(c) FOR ORDER GRANTING EXEMPTION FROM 
SECTIONS 14(a) AND 22(d) AND RULES 19b-1 AND 
22c-1. 


NOTICE IS HEREBY GIVEN that Municipal Exempt 
Trust, New York Exempt Series 1 and Other State, 
National, Similar and Subsequent Series (“Applicant”), 
a unit investment trust registered under the Investment 
Company Act of 1940 (“Act”), filed an.application on 
May 23, 1978, pursuant to Section 6(c) of the Act for 
exemption from the provisions of Sections 14(a) and 
22(d) of the Act and Rules 19b-1 and 22c-1 under the 
Act. All interested persons are referred to the 
application on file with the Commission for a 
statement of the representations therein, which are 
summarized below. 


The Applicant is composed of unit investment trusts 
which will be organized under the laws of the State of 
New York. Glickenhaus & Co. presently acts as 
Sponsor of the Applicant. Each Series of the Applicant 
will be governed by a trust agreement for that Series 
(“Trust Agreement”) to be entered within six months of 
the filing of the Series with the Commission under 
which the Sponsor (or any succeeding sponsor or 
sponsors) will act as such, Bradford Trust Company 
will act as Trustee, and Standard & Poor’s Corporation 
will act as Evaluator. In the case of subsequent Series 
and subject to compliance with the applicable 
provisions of the Trust Agreements relating thereto, 
other firms may act as Sponsor or Sponsors. The 
public sale of the fractional undivided interests in such 
trusts (“Units”) may be made through the Sponsor as 
sole Underwriter or through an underwriting account, 
which shall include other investment banking firms. 


The Trust Agreement for each Series will contain terms 
and conditions of trust common to all Series. Pursuant 
to the Trust Agreement, the Sponsor will deposit with 
the Trustee not less than $3,000,000 principal amount 
of bonds, including contracts and money (represented 
by cash, cash equivalents and/or an irrevocable letter 
of credit issued by a major commercial bank) for the 
purchase of such obligations (“Securities”), which the 
Sponsor shall have accumulated for such purpose. The 
Securities will be deposited into one or more trusts 
created under the Trust Agreement (“Trusts”), units of 
beneficial interest of which Trusts will be offered to the 
public. After such deposit, the Trustee will deliver to 
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the Sponsor registered certificates for Units 
representing the entire ownership of the Series and 
which will be allocated among the Trusts in proportion 
to the aggregate principal amount of Securities in 
each. Following the declaration of effectiveness of that 
Series’ registration statement under the Securities Act 
of 1933 and clearance by the securities authorities of 
the various states, the Units will then be offered for 
sale to the public by the Sponsor separately through a 
final prospectus at the public offering price set forth 
therein plus the sales charges specified and, subject to 
the granting of the appropriate exemption under 
Section 22(d) of the Act, in some cases may be offered 
as Combined Units at the public offering prices and 
sales charges specified in the prospectus. The sales 
charges may vary in the case of subsequent Series 
which may or may not be offered in conjunction with 
the securities of other investment companies. The 
public offering prices are based upon the aggregate 
offering side evaluation of the underlying Securities in 
the Trust portfolio, plus a sales charge. Aggregate 
offering side evaluation of the Securities is to be 
determined by the Evaluator on each business day 
during the initial public offering period and on the last 
business day of each week upon completion of the 
initial public offering as of the Evaluation Time set 
forth in the Prospectus for each Series (in the case of 
the initial Series, 4:00 p.m., New York time), effective 
for all sales made during the preceding 24 hours or the 
following week, respectively. Combined Units 
(composed of equal portions of Units from each Trust) 
will be offered during the initial offering period at a 
Combined Unit Public Offering Price which is 
computed by adding to the sum of the per Unit offering 
side evaluation of the Securities in the portfolios of 
each Trust a sales charge which is slightly less than the 
average of the sales charges applicable to the Units of 
the Trusts if purchased separately. Combined Units 
will not be offered beyond the initial offering period. 


Applicant states that the Securities will not be pledged 
or be in any other way subjected to any debt by the 
Applicant at any time after the Securities are deposited 
with the Trustee. The Sponsor will accumulate the 
Securities for the purpose of deposit in the Applicant’s 
initial Series and a similar procedure of accumulating 
the Securities will be followed for each future Series. 
Information concerning each issue of Securities of 
which the portfolio of a Series consists will be set forth 
in the Prospectus for such Series. The Securities to be 
deposited in the initial Series will be municipal bonds 
primarily issued by the State of New York and the 
counties, municipalities, authorities or political 
subdivisions thereo 


Any Series which is comprised of more than one Trust 
may contain a Trust with portfolios selected on 
differing bases. The initial Series will be selected on 
the basis of (1) the issuer of the Bonds, in order that all 
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the Bonds will be obligations of the state of New York 
and, counties, municipalities, authorities or political 
subdivisions thereof or issued by certain United States 
territories or possessions, so that the interest on them 
will, in the opinion of recognized bond counsel to the 
issuing governmental authorities, be exempt from 
Federal, New York State and City income tax under 
existing law, (2) the diversification of the Bonds as to 
purpose of issue and location of issuer, (3) the price of 
the Bonds relative to other bonds of comparable 
quality and maturity and (4) the quality of the Bonds 
and whether they were rated “A” or better by Standard 
& Poor’s Corporation or by Moody’s Investors Service, 
Inc. For subsequent Series, the Securities for the 
Portfolios may be selected on different bases. 


The Sponsor may direct the Trustee to dispose of 
Securities upon default in payment of principal or 
interest, institution of certain legal proceedings, 
default in payment of principal or interest on other 
securities of the same issuer, default under other 
documents adversely affecting debt service, or decline 
in price or the occurrence of other market or credit 
factors, or decline in projected income pledged for 
debt service on revenue Bonds and advanced refunding 
that in the opinion of the Sponsor would make the 
retention of such Securities in the Series detrimental to 
the interest of the Unitholders. The proceeds of any 
such dispositions shall be distributed to Unitholders in 
accordance with the provisions of the Trust 
Agreement. 


The initial Series presently makes no provision for 
reinvestment of distributions. It is possible that some 
or all future Series may make reinvestment provisions. 
With each distribution, the Trustee furnishes 
Unitholders a statement of the amount of interest and 
the amount of other receipts, if any, which are being 
distributed. Within a reasonable period after the end of 
each calendar year the Trustee will furnish to each 
person who at any time during the calendar year was a 
Unitholder of record a statement, in reasonable detail, 
(i) summarizing transactions for such year in the 
Income, Principal and Reserve Accounts, (ii) 
identifying Securities sold during and listing those 
held at the end of such year, (iii) stating the 
Redemption Price per Unit based upon the 
computation thereof made on the 31st day of December 
of such year and (iv) specifying the amounts 
distributed during a year from the Income and Principal 
Accounts. 


Initially, each Unit for a particular Trust will represent a 
fractional undivided interest in that Trust. The 
numerator of the fractional interest represented will be 
1; the denominator, the number of Units then in the 
particular Trust. Units will be redeemable. In the event 
that any Units are redeemed, the denominator of the 
fraction will be reduced and the fractional undivided 





interest represented by each Unit increased. Units will 
remain outstanding until redeemed or until the 
termination of the Trust Agreement. The Trust 
Agreement may be terminated with respect to any Trust 
by agreement of a specified percentage (not less than 
66 2/3% of the Unitholders of such Trust, or in the 
event that the value of the Securities falls below an 
amount specified for such Trust, either upon direction 
of the Sponsor to the Trustee or by the Trustee without 
such direction, respectively. There is no provision in 
the Trust Agreement for the issuance of any Units after 
the initial offering of Units and such activity will not 
take place (except to the extent that the secondary 
trading by the Sponsor in the Units is deemed the 
issuance of Units under the Securities Act of 1933). 


While the Sponsor is not obligated to do so, it is its 
present intention to maintain a market for Units of each 
Series of the Applicant and continuously to offer to 
purchase Units at prices based upon the aggregate 
offering price of the underlying Securities. The 
Sponsor may also deposit Units of existing Series in 
new Series. 


Section 14 (a) 


Section 14 (a) of the Act, in substance, provides that 
no registered investment company and no principal 
underwriter for such a company shall make a public 
offering of securities of which such company is the 
issuer unless (1) the company has a net worth of at 
least $100,000; (2) at the time of a previous public 
offering it had a net worth of $100,000; or (3) provision 
is made that a net worth of $100,000 will be obtained 
from not more than twenty-five responsible persons 
within ninety days, or the entire proceeds received, 
including sales charge, will be refunded. 


Applicant asserts that Section 14(a) of the Act is 
intended to limit the formation of undercapitalized 
investment companies. Applicant states that it is 
intended that each Series, at the date of deposit and 
before any Unit is offered to the public, will have a net 
worth far in excess of $100,000, that the Sponsor 
intends to sell all Units to the public at offering prices 
disclosed in the prospectus for such Series, that it is 
intended that a secondary market for the Units be 
maintained, and that interest rates and other applicable 
information concerning the underlying Securities will 
be disclosed in the Prospectus. 


The Sponsor has agreed to the requested exemption 
being subject to the condition that it will refund, on 
demand and without deduction, all sales charges paid 
by purchasers of Units in the initial public offering of 
any Trust of any Series if, within 90 days from the time 
that the Registration Statement relating to such Series 
becomes effective, either (i) the net worth of such Trust 
will be reduced to less than $100,000, or (ii) such Trust 


or Series shall have been terminated. The Sponsor has 
further agreed to instruct the Trustee on the date of 
deposit of each Series that in the event that redemp- 
tion by the Sponsor of Units constituting a part 
of the unsold Units of a Series shall result in any Trust 
having a net worth or less than $500,000, the Trustee 
shall terminate such Trust in the manner provided in 
the Trust Agreement and distribute any Securities or 
other assets deposited with the Trustee in connection 


with such Series pursuant to the Trust Agreement as 
provided therein. 


Section 22(d) 


Section 22(d), in pertinent part, prohibits registered 
investment companies, underwriters and dealers from 
selling redeemable securities other than at a current 
public offering price described in the prospectus. The 
Applicant seeks an exemption from the provisions of 
Section 22(d) to the extent that the offering price for 
Combined Units of Units of the Trusts of a Series 
during the initial offering period as described above 
and in the prospectus may be in conflict with such 
Section. 


The Applicant asserts that the reduction in net sales 
charge applicable to the purchaser of Combined Units 
results in a savings to such purchaser over the cost of 
such Units purchased separately, is fully disclosed and 
available to all purchasers of Units during the initial 
offering period, and represents sound business 
practice on the part of the Sponsor. Applicant 
represents that the granting of the aforesaid exemption 
is necessary and appropriate in the public interest and 
consistent with the protection of investors and the 
purposes fairly intended by the policy and provisions 
of the Act. 


Rule 19b-1 


Rule 19b-1(b) provides, in part, that no registered 
investment company which is not a “regulated 
investment company” as defined in Section 851 of the 
Internal Revenue Code shall make more than one 
distribution of long-term capital gains in any one 
taxable year of such investment company. 


Applicant proposes to make monthly or semi-annual 
distributions of principal and interest to Unitholders of 
a Series. Distributions of principal constituting capital 
gains to Unitholders may arise in two instances: (1) if 
an issuing authority calls or redeems an issue held in 
the portfolio, the sums received by the Applicant will 
be distributed to Unitholders on the next distribution 
date; and (2) if bonds are sold in order to provide funds 
necessary to meet redemptions. 


Applicant states that the dangers against which Rule 
19b-1 is intended to guard will not exist in connection 
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with any Series of the Applicant, because neither the 
Applicant nor the Sponsor has control over the events 
which could trigger capital gains. The Applicant seeks 
to make a combined distribution of principal, including 
capital gains, and interest each month, and states that 
any capital gains in such distribution will be clearly 
indicated as such in accompanying reports to 
Unitholders. In addition, it is alleged that the amounts 
involved in a normal distribution of principal will be 
relatively small in comparison to the normal interest 
distribution. 


Paragraph (b) of Rule 19b-1 provides that a unit 
investment trust may distribute capital gain dividends 
received from a “regulated investment company” 
within a reasonable time after receipt. Applicant states 
that the purpose behind such provision is to avoid 
forcing unit investment trusts to accumulate valid 
distributions received throughout the year and 
distribute them only at year end. Applicant further 
alleges that its situation places it squarely within the 
purpose of such provision. However, in order to 
comply with the literal requirements of the Rule, 
Applicant would be forced to hold any monies which 
would constitute capital gains upon distribution until 
the end of its taxable year. Applicant contends that 
such a practice would clearly be to the detriment of the 
Unitholders. 


Rule 22c-1 


Rule 22c-1 provides, in part, that redeemable securities 
of registered investment companies may be sold, 
redeemed, or repurchased at a price based on the 
current net asset value (computed on each day during 
which the New York Stock Exchange is open for trading 
not less frequently than once daily as of the time of the 
close of trading on such Exchange) which is next 
computed after receipt of a tender of such security for 
redemption or of an order to purchase or sell such 
security. Applicant states that the Rule has two 
purposes: (1) to eliminate or to reduce any dilution of 
the value of outstanding redeemable securities of 
registered investment companies which would occur 
through the redemption or repurchase of such 
securities at a price above their net asset value or the 
sale of such securities at a price based on a previously 
established net asset value which would permit a 
potential investor to take advantage of an upswing in 
the market and the accompanying increase in the net 
asset value of the securities; and (2) to minimize 
speculative trading practices in the securities of 
registered investment companies. 


Applicant represents that the Sponsor, while not 
obligated to do so, intends to maintain a market for the 
Units and continuously to offer to purchase Units, at 
prices in excess or redemption prices. For purposes of 
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the secondary market transactions, an evaluation will 
only be made once. each week. 


Applicant asserts that the sale and repurchase of Units 
of the Applicant in the secondary market cannot dilute 
the value of outstanding securities. Such sales and 
repurchases will be made only by the Sponsor and not 
the Trustee and in no way involve the assets of any 
Trust. 


Applicant claims that public Unitholders benefit from 
the Sponsor’s pricing procedure in the secondary 
market, because they receive a normally higher 


repurchase price for their units without the cost burden 
of daily evaluation of the Unit redemption price. 
Moreover, the application states that the Sponsor has 
undertaken to adopt a procedure whereby the 
Evaluator, without a formal evaluation, will provide the 
Sponsor with estimated evaluations on trading days. 


Section 6(c) of the Act provides, in part, that the 
Commission may conditionally or unconditionally 
exempt any person, security, or transaction, or any 
class or classes of persons, securities, or transactions 
from any provisions of the Act or of any rule or 
regulation under the Act, if and to the extent such 
exemption is necessary or appropriate in the public 
interest and consistent with the protection of investors 
and the purposes fairly intended by the policy and 
provisions of the Act. 


NOTICE IS FURTHER GIVEN THAT ANY INTERESTED 
PERSON MAY, NOT LATER THAN July 14, 1978, at 
5:30 p.m., submit to the Commission in writing a 
request for a hearing on the matter accompanied by a 
statement as to the nature of his interest, the reason 
for such request, and the issues, if any, of fact or law 
proposed to be controverted, or he may request that he 
be notified if the Commission shall order a hearing 
thereon. Any such communication should be 
addressed: Secretary, Securities and Exchange 
Commission, Washington, D. C. 20549. A copy of 
such request shali be served personally or by mail upon 
Applicant(s) at the address(es) stated above. Proof of 
such service (by affidavit, or in case of an 
attorney-at-law, by certificate) shall be filed 
contemporaneously with the request. As provided by 
Rule 0-5 of the Rules and Regulations promulgated 
under the Act, an order disposing of the application 
will be issued as of course following said date unless 
the Commission thereafter orders a hearing upon 
request or upon the Commission’s own motion. 
Persons who request a hearing, or advice as to whether 
a hearing is ordered, will receive any notices and orders 
issued in this matter, including the date of the hearing 
(if ordered) and any postponements ‘thereof. 





For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10284/June 20, 1978 


NOTIFICATION TO HEMISPHERE FUND, INC., 
MANHATTAN FUND, INC., AND FUNDEX, INC., 
PURSUANT TO SECTION 8(e) OF THE INVESTMENT 
COMPANY ACT IN REGARD TO FAILURE TO FILE 
ANNUAL REPORTS 


The Securities and Exchange Commission today sent 
the following letter of notification to Hemisphere 
Fund, Inc., aregistered investment company, pursuant 
to Section 8(e) of the Investment Company Act of 1940 
for failure of the company to file its annual report on 
Form N-1R for the fiscal year ended December 31, 
1977: 


June 20, 1978 


CERTIFIED MAIL 
RETURN RECEIPT REQUESTED 


Irwin Lainoff, President 
Hemisphere Fund, Inc. 

127 John Street 

New York, New York 10038 


Re: Hemisphere Fund, Inc. 
(File No. 811-1492) 


Dear Mr. Lainoff: 


The Commission has directed me to notify you, 
pursuant to Section 8(e) of the Investment Company 
Act of 1940 (“‘Investment Company Act’’), that 
Hemisphere Fund, Inc. (“Hemisphere”) is currently 
delinquent in its filing obligations under Section 30(a) 
of the Investment Company Act and rules promulgated 
thereundér, in that Hemisphere has failed to file its 
annual report for the fiscal year ended Disember 31, 
1977, which report was due to be filed by April 30, 
1978. The Commission’s files indicate that Hemisphere 
has not filed with the Commission an application for an 


extension of time in which to file such annual report, 
pursuant to Rule 30a-1 promulgated under the 
Investment Company Act. 


You are hereby further notified that the annual report 
for Hemisphere must be filed on or before July 21, 
1978. If such report is not filed by July 21, 1978, or any 
extension thereof, this Commission, after appropriate 
notice and opportunity for hearing, and upon such 
conditions and with such exemptions as it deems 
appropriate for the protection of investors, may by 
order suspend or revoke the registration of 
Hemisphere. The filing of such report by the above date 
should not be construed as precluding this 
Commission from taking any other action it may deem 
appropriate. 


Very truly yours, 


George A. Fitzsimmons 
Secretary 


Identical letters of notification were simultaneously 
sent to two other registered investment companies, 
Manhattan Fund, Inc., and Fundex, Inc. 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10285/June 21, 1978 


In the Matter of 


E.F. HUTTON TRUST FOR GOVERNMENT GUAR- 
ANTEED SECURITIES, FIRST SERIES (AND ALL 
SUBSEQUENT SERIES) 

c/o E.F. Hutton & Company Inc. 

One Battery Park Plaza 

New York, New York 10004 


(812-4301) 


NOTICE OF FILING OF APPLICATION PURSUANT TO 
SECTION 6(c) OF THE ACT FOR AN ORDER OF 
EXEMPTION FROM THE PROVISIONS OF SECTION 
14(a) OF THE ACT AND RULES 19b-1 AND 22c-1 
UNDER THE ACT 


NOTICE IS HEREBY GIVEN that E.F. Hutton Trust for 
Government Guaranteed Securities, First Series (and 
all subsequent Series) (“Applicant”), registered under 
the Investment Company Act of 1940 (“Act”) as a unit 
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investment trust, filed an application on April 28, 1978, 
and amendments thereto on May 24 and June 20, 1978, 
pursuant to Section 6(c) of the Act for an order of the 
Commission exempting Applicant from compliance 
with the initial net worth requirements of Section 14(a) 
of the Act, exempting the frequency of the capital 
gains distributions of the Applicant from the 
provisions of Rule 19b-1 under the Act and exempting 
the secondary market operations of E.F. Hutton & 
Company Inc., Applicant’s sponsor (“Sponsor”), from 
the provisions of Rule 22c-1 under the Act. All 
interested persons are referred to the application on 
file with the Commission for a statement of the 
representations contained therein, which are 
summarized below. 


Each Series of Applicant will be governed, pursuant to 
the laws of the Commonwealth of Massachusetts, by a 
trust agreement (“Trust Agreement”) under which the 
Sponsor will act as such, New England Merchants 
National Bank will act as Trustee (“Trustee”), and 
Interactive Data Services, Inc., will act as Evaluator 
(“Evaluator”). The Trust Agreement for each Series will 
contain standard terms and conditions of trust 
common to all Series. 


Pursuant to the Trust Agreement, the Sponsor will 
deposit with the Trustee not less than $2,000,000 
principal amount of securities, including contracts and 
funds for the purchase of certain such securities 
(“Securities”), which are backed by the full faith and 
credit of the United States, either by statute or as 
determined in an opinion of the Attorney General of the 
United States. It is presently contemplated that a 
portion of the Securities will consist of mortgage- 
backed securities of the “modified pass-through” type 
(generally Known as “Ginnie Maes”), as well as other 
securities all of which will provide for regular payments 
of principal over the life of the security. 
Simultaneously with such deposit the Trustee will 
deliver to the Sponsor registered certificates for Units 
representing the entire ownership of the Series. The 
Units are, in turn, to be offered for sale to the public by 
the Sponsor. 


The Securities will not be pledged or in any other way 
subjected to any debt at any time after the Securities 
are deposited with the Trustee. The Sponsor is in the 
process of accumulating the Securities for the purpose 
of deposit in Applicant’s First Series and a similar 
procedure will be followed for each future Series. In 
selecting the Securities, the following factors are 
considered: (1) the types of such securities available; 
(2) the prices and yields of such securities relative to 
other comparable securities; and (3) the maturities of 
such securities. Each Series of Applicant will consist 
of the Securities, such securities as may continue to be 
held from time to time in exchange or substitution for 
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any of the Securities, and accumulated and 
undistributed income. 


Units will remain outstanding until redeemed or until 
the termination of the Trust Agreement, which may be 
terminated in the event that the value of the Securities 
falls below an amount specified for each Series, either 
upon the direction of the Sponsor to the Trustee or by 
the Trustee without such direction. There is no 
provision in the Trust Agreement for the issuance of 
any Units after the initial offering of Units, and such 
activity will not take place (except to the extent that the 
secondary trading by the Sponsor in the Units is 
deemed the issuance of units under the Securities Act 
of 1933.) 


The initial offering price, which will be made separaiely 
through a final prospectus at a public offering, will be 
computed by adding to the offering side evaluation of 
the Securities, divided by the number of Units, a sales 
charge in an amount disclosed in the prospectus for 
each Series. The unit value at which Units may be 
redeemed will be determined on the basis of bid side 
evaluation thereof. Aggregate offering side evaluation 
of the Securities is to be determined by the Evaluator 
each business day during the initial public offering 
period (such evaluation to continue on a daily basis 
until Applicant has been granted an exemption from 
Rule 22c-1 under the Act) and on the last business day 
of each week upon completion of the initial public 
offering. 


In connection with portfolio activity, the Sponsor may 
direct the Trustee to dispose of Securities upon default 
in payment of principal vu. interest, or the occurrence of 
other market or credit factors which in the opinion of 
the Sponsor, would make the retention of such 
Securities in the Trust detrimental to the interests of 
the unitholders, or if the disposition of such securities 
is desirable in order to maintain the qualification of the 
Trust as a regulated investment company under the 
Internal Revenue Code. The Sponsor is also authorized 
by the Trust Agreement to direct the Trustee to accept 
or reject certain plans for the refunding or refinancing 
of any of the Securities. 


In addition, to maintain the corpus of the Trust, the 
Sponsor is further authorized to instruct the Trustee to 
reinvest the proceeds of the sale of any of the 
Securities or to reinvest the proceeds which do not 
represent capital gains, interest, or scheduled 
amortization payments from redemption by issuers of 
the securities in substitute Securities which satisfy 
certain conditions specified in the Trust Agreement 
which are designed, in general, to insure that 
substitute Securities purchased for the Trust conform 
to the standards followed by the Sponsor in selecting 
the Securities initially deposited in the Trust. The 





Sponsor agrees, however, that no more than ten 
percent of the aggregate principal amount of the 
Securities on the date of deposit can be reinvested in 
substitute securities in any given year. Interest, capital 
gains, scheduled amortization of principal, and the 
proceeds upon maturity of the Securities may not, 
however, be reinvested. 


The Sponsor intends to maintain a market for Units of 
the various Series of Applicant and continuously to 
offer to purchase such Units at prices which are based 
upon the offering side evaluation of the underlying 
Securities in the various Series. The Sponsor may 
discontinue purchases of such Units at prices based on 
the offering side evaluation of Securities should the 
supply of such Units exceed demand, or for other 
business reasons. While it is anticipated that Units in 
most cases can be sold in the secondary market for an 
amount in excess of the redemption price, Units may 
be submitted to the Trustee for redemption at any time, 
and the particular Unitholder will receive cash from the 
proceeds of a partial liquidation of the Securities in the 
Trust. 


Applicant requests exemption from the following 
provisions of the Act to the extent stated below: 


Section 14(a) 


Section 14(a) of the Act requires that a registered 
investment company, prior to making a public offering 
of its securities, (1) have a net worth of at least 
$100,000, (2) have previously made a public offering 
and at that time have had a net worth of $100,000 or (3) 
have made arrangements for at least $100,000 to be 
paid in by 25 or fewer persons before acceptance of 
public subscriptions. 


Applicant claims that Section 14(a) was included in the 
Act to protect against the irresponsible formation of 
investment companies on a shoestring. Applicant 
states that it is intended that each Series, at the date of 
deposit and before any Unit is offered to the public, 
will have a net worth in excess of $2,000,000, that the 
Sponsor intends to sell all Units to the public at 
offering prices disclosed in the prospectus for such 
Series, and that it is intended that a secondary market 
be maintained. Applicant contends that this course of 
conduct demonstrates that the creation of Applicant 
will take place in a responsible way by responsible 
persons. 


Applicant seeks an exemption from the provisions of 
Section 14(a) in order that a public offering of Units of 
Applicant as described above may be made. In 
connection with the requested exemption from Section 
14(a) the Sponsor agrees: (1) to refund, on demand 
and without deduction, all sales charges to purchasers 


of Units of a Series if, within 90 days from the time that 
a Series becomes effective under the Securities Act of 
1933, the net worth of the Series shall be reduced to 
less than $100,000 or if such Series is terminated; (2) to 
instruct the Trustee on the date of deposit of each 
Series that in the event that redemption by the Sponsor 
of Units constituting a part of the unsold Units shall 
result in that Series having a net worth of less than 
$2,000,000, the Trustee shall terminate the Series in 
the manner provided in the Agreement and distribute 
any Securities or other assets deposited with the 
Trustee pursuant to the Agreement as provided therein; 
(3) in the event of termination for the reasons described 
in (2) above, to refund any sales charges to any 
purchaser of Units purchased from the Sponsor on 
demand and without any deduction; and (4) 
immediately after the Registration Statement is 
declared effective, to retain for investment and without 
a view to distribution 100 Units (or such amount as is 
necessary so that the value of such Units is at least 
$100,000). 


Rule 19b-1 


Rule 19b-1 provides in substance that no registered 
investment company which is a “regulated investment 
company” as defined in Section 851 of the Internal 
Revenue Code shall distribute more than one capital 
gain dividend in any one taxable year. Paragraph (b) of 
the Rule contains a similar prohibition for a company 


not “a regulated investment company” but permits a 
unit investment trust to distribute capital gains 
dividends received from a “regulated investment 
company” within a reasonable time after receipt. 


Distributions of principal, to the extent not reinvested 
in substitute securities, including any capital gains, 
and interest on each Series will be made to Unitholders 
monthly. Distributions of principal constituting capital 
gains to Unitholders may arise in the following 
instances: (1) an issuer may call or redeem an issue 
held in the portfolio; (2) securities may be disposed of 
in order to maintain the qualification of such Series as 
a regulated investment company under the Internal 
Revenue Code; and (3) securities may be liquidated in 
order to provide the funds necessary to meet 
redemptions. 


In support of the requested exemption, the application 
states that the dangers against which Rule 19b-1 is 
intended to guard do not exist in the situation at hand, 
since neither the Sponsor nor Applicant has control 
over events which might trigger capital gains. In 
addition, it is alleged that any capital gains distribution 
will be clearly indicated as capital gains in the 
accompanying report by the Trustee to the Unitholder. 
Further, Applicant agrees that before it has obtained an 
exemption from Rule 19b-1, it will not distribute capital 
gains in violation of the Rule. 
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As noted, paragraph (b) of Rule 19b-1 provides that a 
unit investment trust may distribute capital gain 
dividends from a “regulated investment company” 
within a reasonable time after receipt. Applicant 
asserts that the purpose behind such provision is to 
avoid forcing unit investment trusts to accumulate 
valid distributions received throughout the year and 
distribute them only at year end, and that the 
operations of Applicant in this regard are squarely 
within the purpose of such provision. However, in 
order to comply with the literal requirements of the 
Rule, each Series of Applicant would be forced to hold 
any monies which would constitute capital gains upon 
distribution until the end of its taxable year. The 
application contends that such practice would clearly 
be to the detriment of the certificateholders. 


Rule 22c-1 


Rule 22c-1 provides, in pertinent part, that no 
registered investment company issuing any redeem- 
able security, and no dealer in any such security, shall 
sell, redeem, or repurchase any such security except at 
a price based on the current net asset value of such 
security which is next computed after receipt of a 
tender of such security for redemption or of an order to 
purchase or sell such security. 


Applicant seeks an order exempting the secondary 
market operations of the Sponsor from the provisions 
of Rule 22c-1 under the Act. The Sponsor proposes to 
adopt the practice of valuing Units of a Series, for 
purchase and resale by the Sponsor in the secondary 
market, at prices computed on the last business day of 
each week, effective for all transactions made during 
the following week. This evaluation will be done by the 
Evaluator, who has also agreed to institute a procedure 
whereby the Evaluator will provide informal evaluations 
to protect Unitholders and investors. In the case of a 
repurchase, if the Evaluator cannot state that the 
current bid price is not higher than or equal to the 
previous Friday’s offering side evaluation, the Sponsor 
will order a new evaluation, (provided, however, the 
Sponsor agrees that it will cause daily pricing until the 
Applicant is granted an exemption from Rule 22c-1). In 
the case of a resale of Units in the secondary market, if 
the Evaluator cannot state that the previous Friday’s 
price is no more than one-half point ($5.00 on a Unit 
representing $1,000 principal amount of underlying 
securities) greater than the current offering price, a full 
evaluation will be ordered. 


Applicant states that there are two purposes for Rule 
22c-1: (1) to eliminate or reduce any dilution of the 
value of outstanding redeemable securities of 
registered investment companies which would occur 
through the redemption or repurchase of such 
securities at a price based on a previously established 
net value which would permit a potential investor to 
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take advantage of an upswing in the market and the 
accompanying increase in the net asset value of the 
securities; and (2) to minimize speculative trading 
practices in the securities of registered investment 
companies. 


Applicant contends that while the purposes for which 
Rule 22c-1 was adopted wouid not be served by its 
application to Applicant, the interests of investors 
would be significantly impaired by imposing upon 
them the cost of additional determinations of net asset 
value which would be required by the Rule. Applicant 
states that interest is generally paid on mortgage- 
backed securities of the modified passthrough type on 
a monthly basis and is calculated at the coupon rate 
based on the principal amount of the underlying 
mortgages outstanding at the close of business on the 
last day of the preceding month. Applicant further 
states that there is a period of several days (usually not 
more than 13 days) beginning on the first day of each 
month during which the preceding amounts of the 
various mortgages underlying each of such mortgage- 
backed securities have not yet been reported by the 
issuer to the Government National Mortgage 
Association and made generally available in the market 
place. Therefore, with respect to the First Series and all 
subsequent series which plan to invest in portfolios 
containing mortgage-backed securities, the Sponsor 
expects that there will be a period of several days 
during the first part of every month when the principal 
amount of such securities in the portfolio will not be 
known, although the amount as of the close of 
business furnished on the last day of the preceding 
month will be known. Applicant states that the 
Sponsor expects that the differences in such principal 
amount from month to month for any series will not be 
significant. Nevertheless, according to Applicant, the 
Sponsor will adopt procedures as to pricing and 
evaluations for the units of each series with such 
modification, if any, as it deems necessary for the 
protection of Unit holders which will minimize the 
impact of differences, with the result that this situation 
will not have a material impact upon the calculation of 
thie public offering price per Unit, the repurchase price 
of the Unit in the secondary market or the redemption 
price per Unit. 


Section 6(c) of the Act provides, in part, that the 
Commission may, upon application, conditionally or 


unconditionally exempt any person, security, or 
transaction, or any class or classes of persons, 
securities, or transactions, from any provisions of the 
Act or of any rule or regulation under the Act, if and to 
the extent such exemption is necessary or appropriate 
in the public interest and consistent with the 
protection of investors and the purposes fairly 
intended by the policy and provisions of the Act. 





NOTICE IS FURTHER GIVEN that any interested 
person may, not later than July 17, 1978, at 5:30 p.m., 
submit to the Commission in writing a request for a 
hearing on the matter accompanied by a statement as 
to the nature of his interest, the reason for such 
request, and the issues, if any, of fact or law proposed 
to be controverted, or he may request that he be 
notified if the Commission shall order a hearing 
thereon. Any such communication should be 
addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of such 
request shall be served personally or by mail upon 
Applicant(s) at the address(es) stated above. Proof of 
such service (by affidavit, or in case of an 
attorney-at-law, by certificate) shall be filed 
contemporaneously with the request. As provided by 
Rule 0-5 of the Rules and Regulations promulgated 
under the Act, an order disposing of the application 
will be issued as of course following said date unless 
the Commission thereafter orders a hearing upon 
request or upon the Commission’s own motion. 
Persons who request a hearing, or advice as to whether 
a hearing is ordered, will receive any notices and orders 
issued in this matter, including the date of the hearing 
(if ordered) and any postponements thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10286/June 22, 1978 


In the Matter of 

VARIABLE ANNUITY LIFE INSURANCE COMPANY OF 
AMERICA 

P.O. Box 3206 

Houston, TX 77001 

(811-926) 


ORDER TERMINATING REGISTRATION PURSUANT 
TO SECTION 8(f) OF THE ACT 


On May 24, 1978, a notice was issued (Investment 
Company Act Release No. 10254) stating that the 
Variable Annuity Life Insurance Company of America 
(“Applicant”), a District of Columbia stock life insurer, 


which is registered as an open-end management 
investment company under the Investment Company 
Act of 1940 (“Act”), filed an application on December 
19, 1977, pursuant to Section 8(f) of the Act, for an 
order of the Commission declaring that Applicant has 
ceased to be an investment company as defined in the 
Act. 


The notice gave interested persons an opportunity to 
request a hearing and stated that an order disposing of 
the application would be issued as of course unless a 
hearing should be ordered. No request for a hearing 
has been filed, and the Commission has not ordered a 
hearing. 


The matter has been considered, and it is found that 
Applicant has ceased to be an investment company. 
Accordingly, 


IT IS ORDERED, pursuant to Section 8(f) of the Act, 
that the registration of Variable Annuity Life Insurance 
Company of America shall forthwith cease to be in 
effect. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10287/June 22, 1978 


In the Matter of 

PURITAN FUND, INC. 

and 

FIDELITY MANAGEMENT & RESEARCH COMPANY 
82 Devonshire Street 

Boston, Massachusetts 02109 

(812-4308) 

NOTICE OF FILING OF AN APPLICATION PURSUANT 
TO SECTION 6(c) OF THE ACT FOR AN ORDER 
EXEMPTING A PROPOSED EXCHANGE OF SHARES 


FROM THE PROVISIONS OF SECTION 22(c), 22(d), 
AND RULE 22c-1 THEREUNDER AND FOR AN ORDER 


SEC DOCKET/127 





PURSUANT TO SECTION 17(d) AND RULE 17d-1 
THEREUNDER. 


NOTICE IS HEREBY GIVEN that Puritan Fund, Inc. 
(“Puritan”), registered under the Investment Company 
Act of 1940 (“Act”) as an open-end, diversified 
management investment company, and Fidelity 
Management & Research Company (“FMR”), invest- 
ment adviser to Puritan (collectively referred to as 
“Applicants”), filed an application on May 8, 1978, for 
an order of the Commission pursuant to Section 6(c), 
Rule 22c-1 and Section 22(d) of the Act the proposed 
exchange of Puritan shares at net asset value without a 
sales charge and at a price other than the price next 
determined after receipt of a purchase order for 
substantially all of the assets of Marr Co. (“Marr”), a 
personal holding company, and for an order pursuant 
to Section 17(d) of the Act and Rule 17d-1 thereunder 
permitting an agreement between Puritan and FMR 
calling for Puritan and FMR each to bear one-half of 
Puritan’s out-of-pocket expenses related to the 
above-proposed exchange of shares up to a maximum 
of $5,000, and for all of such out-of-pocket expenses in 
excess of $5,000 to be borne by FMR. All interested 
persons are referred to the application on file with the 
Commission for a statement of the representations 
contained therein, which are summarized below. 


Puritan’s shares are currently being offered by Fidelity 
Distributors Corp., its principal underwriter, for sale to 
dealers who in turn resell them to the public at public 
offering prices consisting of the net asset value per 
share plus varying sales loads described in Puritan’s 
current prospectus. FMR is an investment adviser 
registered with the Commission under the Investment 
Advisers Act of 1940. Since FMR acts as investment 
adviser to Puritan, it is an affiliated person of Puritan 
under Section 2(a)(3)(E) of the Act. 


Based upon representations made by or for Marr, 
Applicants represent that Marr is a corporation 
organized and existing under the laws of Colorado. Its 
common stock, which is its only class of securities 
outstanding, is held of record by thirty individuals, 
trusts, estates or nominees for such persons. Puritan 
represents tl:at the = is no connection between it and 
Marr, no affiliated p-;son of Marr is an affiliated person 
of Puritan, and no . ffiliated person of Puritan is an 
affiliated person of Marr. 


Applicants state that Puritan and Marr have entered 
into an Agreemeni and Plan of Reorganization (the 
“Plan”) which provides for the transfer of substantially 
all of the securities owned by Marr to Puritan in 
exchange for shares of capital stock of Puritan. The 
shares of Puritan are to be acquired at net asset value 
without a sales charge. Pursuant to the Plan, Puritan 
shares having an aggregate net asset value equal to the 
value of Marr’s assets to be acquired shall be issued in 
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exchange therefor (the number of shares to be 
determined by dividing the aggregate market value of 
Marr’s assets to be acquired by the net asset value per 
share of Puritan). The net asset value per share of 
Puritan and the market value of the assets of Marr to be 
acquired by Puritan will be determined as of the close 
of business of the New York Stock Exchange on the 
business day next preceding the Closing Date. The 
actual exchange of Marr’s assets for shares of Puritan 
will be on the Closing Date. If the valuation under the 
Plan had taken place at the close of business on 
December 31, 1977, approximately 269,577 shares of 
Puritan having a net asset value of $10.40 each would 
have been issued for substantially all of the assets of 
Marr having an aggregate value of $2,803,602, as of 
that date. If the proposed transaction had taken place 
on that date, Puritan would have expected to sell 
approximately $515,000 (or about 18%) of the 
securities which would have been acquired from Marr 
within a relatively short period following their 
acquisition. Included in these securities which would 
have been sold are municipal bonds with an 
approximate value of $234,000. The parties anticipate 
that such municipal bonds will be sold prior to the 
Closing Date, and that securities acceptable to Puritan 
will be purchased with the proceeds. 


The Plan also provides for the retention by Marr of an 
amount of cash not to exceed $50,000 to pay any 
liabilities of it which have not been paid prior to the 
Closing Date. The Plan further provides that, to the 
extent these expenses are less than the amount of cash 
so withheld, Marr will invest such excess cash in 
additional shares of Puritan at the net asset value of 
such shares next computed after the excess cash is 
deposited with Puritan. 


Applicants state that when received by Marr the shares 
of Puritan are to be distributed to Marr’s shareholders 
in complete liquidation of Marr, in proportion to their 
respective stock ownership in Marr. It is a condition to 
the obligations of Puritan and Marr under the Plan that, 
prior to the exchange of Marr’s assets for Puritan 
shares, Puritan and Marr shall have received a written 
ruling from the Internal Revenue Service satisfactory to 
counsel for Puritan and Marr in form and content, or an 
opinion from Puritan’s and Marr’s respective counsel to 
the effect that the Plan, the acquisition of Marr’s assets 
by Puritan and the receipt of Puritan shares in 
exchange therefor, and the distribution of such Puritan 
shares to Marr’s shareholders will not result in taxable 
gains either to Marr or Puritan or to any of their 
shareholders, although such conditions may be waived 
by either Marr’s or Puritan’s Board of Directors. 


The application states that as of December 31, 1977, 
the Federal tax cost basis of the Marr securities which 
are proposed to be transferred was 3,070,582.42 and 
their market value was $2,853,602.42. The Federal tax 





cost basis and market value of the securities in 
Puritan’s portfolio was $697,923,850 and $708,567 ,609, 
respectively. Because there is no element of unrealized 
appreciation involved in the Marr assets to be acquired 
by Puritan the Directors of Puritan have determined 
that no adjustment to the Marr assets need be made to 
protect Puritan shareholders against possible tax 
liability resulting from the eventual disposition by 
Puritan of Marr assets, and that a net asset value 
exchange is appropriate under the circumstances. 
Furthermore, Applicants state that Puritan will 
recognize no capital loss carry forward as a result of 
the proposed transaction because Marr currently has 
no capital loss carry forward. 


Section 22(c) of the Act and Rule 22c-1 thereunder 
taken together provide, in pertinent part, that a 
registered investment company may not issue its 
redeemable securities except at a price based on the 
current net asset value of such security which is next 
computed as of the close of trading on the New York 
Stock Exchange next following receipt of an order to 
purchase such security. 


Section 22(d) of the Act provides, in pertinent part, that 
a registered investment company may sell redeemable 
securities issued by such company only at the current 
public offering price described in the prospectus. The 
current public offering price of the shares of Puritan as 


described in its prospectus is net asset value plus a 
sales charge. 


Applicants further state that, without an exemption 
from Sections 22(c) and 22(d) of the Act and Rule 22c-1 
thereunder, Puritan would be prohibited from: (a) ex- 
changing its shares at net asset value, without a sales 
charge, for substantially all of the assets of Marr, and 
(b) effecting the proposed exchange transaction on the 
Closing Date based on the market value of the assets of 
Marr to be transferred and net asset value per share of 
Puritan, both determined as of the valuation time 
which is the close of business on the last business day 
immediately preceding the Closing Date. Because the 
Closing Date and the Valuation Date will be fixed in 
advance and in view of the short time span involved, 
Applicants argue that the possible abuses at which 
Rule 22c-1 is directed will not exist. 


Section 6(c) of the Act provides, in pertinent part, that 
the Commission, by order upon application, may 
conditionally or unconditionally exempt any person or 
transaction from any provision under the Act or of any 
rule or regulation thereunder, if and to the extent that 
such exemption is necessary or appropriate in the 
public interest and consistent with the protection of 
investors and the purposes fairly intended by the policy 
and provisions of the Act. 


Applicants represent that they consider the proposed 
exchange of shares to be at a fair price, arrived at by 
arms-length bargaining, and believe that the granting 
of the requested exemption from the provisions of 
Section 22(c), Rule 22c-1 and Section 22(d) of the Act 
is appropriate in the public interest and consistent with 
the protection of investors and the purposes fairly 
intended by the policy and provisions of the Act, and 
that the proposed acquisition will be beneficial to the 
shareholders of Puritan for the following reasons: 


(1) those expenses of Puritan which do not rise 
proportionately with an increase in portfolio size will 
be spread over a larger number of shares and, 
therefore, will be a smaller amount per share to the 
benefit of existing shareholders; 


(2) the proposed exchange of shares will enable 
Puritan to acquire at one time additional securities for 
its existing portfolio without affecting the market in 
such securities; and 


(3) even after offsetting brokerage commissions and 
approximate principal transaction costs involved in 
disposition of securities which Puritan does not expect 
to retain for any significant period after completion of 
the proposed exchange of shares, the transfer of 
portfolic securities to be retained pursuant to the 
proposed acquisition will cause Puritan less expense 
than the purchase of securities of the same issuers in 
the open market. 


Applicants have also entered into an agreement calling 
for Puritan’s out-of-pocket expenses related to the 
above-proposed exchange of shares (excluding state 
and federal registration fees applicable to the shares of 
Puritan to be issued pursuant to the Plan, which shall 
be paid by Puritan), up to a maximum of $5,000, to be 
borne one-half by Puritan and one-half by FMR, and for 
all such expenses in excess of $5,000 to be borne by 
FMR. The estimated expenses of the proposed 
transaction, other than those being borne by Marr, are 
expected to be $4,000 or less. Under the agreement, 
Puritan and FMR would each bear $2,000 of these 
expenses. Because this agreement may be deemed to 
be a joint and several transaction by Puritan with an 
affiliated person of it, Applicants state that an order 
pursuant to the provisions of Rule 17d-1 under the Act 
approving the terms of the agreement may be 
necessary. 


As noted above, Applicants have determined that 
Puritan will benefit from the proposed exchange of 
shares, both from a spreading of fixed expenses over a 
broader asset base and because of the opportunity to 
obtain portfolio securities at reduced acquisition 
costs. On this basis, the directors of Puritan (including 
a majority of the disinterested directors) concluded 
that Puritan could properly bear all of the expenses 


SEC DOCKET/129 





related to the proposed exchange of shares. This being 
the case, the directors of Puritan (including a majority 
of the disinterested directors) concluded that an 
arrangement whereby Puritan would bear only part of 
such expenses, with a maximum exposure of $2,500, 
was entirely appropriate. 


Rule 17d-1, adopted by the Commission pursuant to 
Section 17(d) of the Act, provides, in pertinent part, 
that no affiliated person of any registered investment 
company and no affiliated person of such a person, 
acting as principal, shall participate in, or effect any 
transaction in connection with any joint enterprise or 
other joint arrangement in which such registered 
company is a participant unless an application 
regarding such joint enterprise or arrangement has 
been filed with the Commission and has been granted 
by an order. A joint enterprise or other joint 
arrangement as used in this Rule is any written oral 
plan, contract, authorization or arrangement, or any 
practice or understanding concerning an enterprise or 
undertaking whereby a registered investment company 
and any affiliated person of such registered investment 
company, or any affiliated person of such a person, 
have a joint or a joint and several participation, or share 
in the profits of such enterprise or undertaking. In 
passing upon such application, the Commission will 
consider whether the participation of such registered 
investment company in such joint enterprise or joint 
arrangement on the basis proposed is consistent with 
the provisions, policies and purposes of the Act, and 
the extent to which such participation is on a basis 
different from or less advantageous than that of other 
participants. 


Puritan represents that its management believes that 
the granting of the application and the issuance of the 
requested Section 17 order would be consistent with 
the provisions, policies and purposes of the Act and 
that, to the extent that the participation of Puritan is 
different from that of FMR, it would not be less 
advantageous than FMR’s participation because any 
expenses in excess of $5,000 will be borne by FMR. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than July 17, 1978, at 5:30 p.m., 
submit to the Commission in writing a request for a 
hearing on the application accompanied by a statement 
as to the nature of his interest, the reasons for such 
request, and the issues, if any, of fact or law proposed 
to be controverted, or he may request that he be 
notified if the Commission should order a hearing 
thereon. Any such communication should be 
addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of such 
request shall be served personally or by mail upon the 
Applicants at the address stated above. Proof of such 
service (by affidavit or, in case of an attorney-at-law, by 
certificate) shall be filed contemporaneously with the 
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request. As provided by Rule 0-5 of the Rules and 
Regulations promulgated under the Act, an order 
disposing of the application herein will be issued as of 
course following said date, unless the Commission 
thereafter orders a hearing upon request or upon the 
Commission’s own motion. Persons who request a 
hearing or advice as to whether a hearing is ordered will 
receive any notices and orders issued in this matter, 
including the date of the hearing (if ordered) and any 
postponements thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10288/June 22, 1978 


In the Matter of 
JOHN HANCOCK INVESTORS, INC. 
and 


JOHN HANCOCK MUTUAL LIFE 
COMPANY 

John Hancock Place 

P.O. Box 111 

Boston, Massachusetts 


INSURANCE 


(812-4296) 


ORDER PURSUANT TO SECTION 17(d) OF THE ACT 
AND RULE 17d-1 THEREUNDER PERMITTING THE 
CONSUMMATION OF CERTAIN PROPOSED 
TRANSACTIONS. 


John Hancock Investors, Inc. (“Investors”), a 
closed-end, diversified management company 
registered under the Investment Company Act of 1940 
(“Act”), and John Hancock Mutual Life Insurance 
Company (the ‘Life Company’), a mutual life 
insurance company organized under the laws of the 
Commonwealth of Massachusetts (collectively “Appli- 
cants”), filed an application on April 19, 1978, and an 


amendment thereto on June 22, 1978, pursuant to ~ 





Section 17(d) of the Act and Rule 17d-1 thereunder for 
an order of the Commission permitting (1) the Life 
Company to purchase in a direct placement $3,000,000 
principal amount (out of a total offering of $12,000,000) 
of a new issue of unsecured 8.9% notes (“1978 Notes”) 
of Gray Drug Stores, Inc. (“Gray Drug’), and (2) 
Investors, as one of the holders of Gray Drug 9 1/4% 
unsecured notes due June 1, 1986, (“1971 Notes”), to 
execute an instrument (“Amendment”) approving the 
amendment of certain of the financial covenants 
contained in the 1971 Notes, thereby conforming those 
financial covenants to the financial covenants 
contained in the 1978 Notes, which will have the effect 
of consenting to issuance of the 1978 Notes. In 
substance, the above amendment states that the due 
date of the 1978 Notes, originally May 1, 1993, has 
been changed to June 1, 1993. 


On May 9, 1978, a notice was issued (Investment 
Company Act Release No. 10233) of the filing of the 
application. The notice gave interested persons an 
opportunity to request a hearing, and stated that an 
order disposing of the application would be issued as 
of course unless a hearing should be ordered. No 
request for a hearing has been filed and the 
Commission has not ordered a hearing. 


The matter having been considered, it is found that on 
the basis of the information contained in the 
application, the participation of Investors in the 
proposed transactions is consistent with the 
provisions, policies and purposes of the Act and not on 
a basis different from or less advantageous than that of 
any other participant. Accordingly, 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 








ACCOUNTING SERIES ACT 





ACCOUNTING SERIES 
Release No. 249/June 22, 1978 


Administrative Proceeding File No. 3-5331 


In the Matter of 


JULIAN F. MARTIN 
710 Bringhurst Drive 
Shreveport, Louisiana 


ORDER VACATING TEMPORARY SUSPENSION 
ORDER AND DISMISSING PROCEEDINGS 


Julian F. Martin, a certified public accountant, was 
temporarily suspended from appearing or practicing 
before this Commission on the basis of an injunction 
entered against him. Thereafter, we entered an order 
denying Martin’s petition to lift the temporary 
suspension, and setting the matter down for hearing. ! 
Subsequently, the court which had enjoined Martin, 
granted his motion to vacate the injunction. 


In view of the court’s action, the Office of the Chief 
Accountant moves to dismiss the proceedings against 
Martin. We consider it appropriate to grant the motion. 


Accordingly, IT |S ORDERED that the order temporarily 
suspending Julian F. Martin from appearing or 
practicing before the Commission be, and it hereby is, 
vacated, and it is further 


Ordered that these proceedings be, and they hereby 
are, dismissed. 


By the Commission. 


George A. Fitzsimmons 
Secretary 
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Litigation Release No. 8436/June 20, 1978 


SEC v. WITS, INC., et al. 
(W.D. Wash., Northern Division, 
Civil Action No. C78-352M) 


Jack H. Bookey, Administrator of the Seattle Regional 
Office of the Securities and Exchange Commission 
announced the filing of a complaint in the United 





1No hearings have been held. 
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States District Court for the Western District of 
Washington Northern Division on June 9, 1978, against 
WITS, Inc., a Washington corporation; William H. 
Moultrie, the president of WITS, of Seattle, 
Washington, and Henry M. Sullivan, also of Seattle, 
Washington. The Commission’s complaint alleges that 
WITS, Inc., under the direction of Moultrie and 
Sullivan, has violated the reporting, proxy, and 
anti-fraud provisions of the federal securities laws, in 
connection with the filing of materially false and 
misleading annual and quarterly reports with the 
Commission, and in connection with the dissemina- 
tion of proxy statements and related material to 
shareholders. 


The complaint alleges that from 1974 to the present, 
Moultrie and Sullivan have been using corporate assets 
and property for their own personal benefit, and have 
failed to report the nature and extent of these personal 
benefits to the Commission and to public 
shareholders. Benefits include substantial non-interest 
bearing loans from the corporation, the use of 
corporate credit cards for personal purposes, and the 
use of corporate credit cards for personal purposes, 
and the use of corporate funds for the purchase of real 
and personal property for their own benefit. The 
complaint further alleges that reports filed by WITS 
with the Commission and distributed to shareholders 
materially understated losses which were being 
sustained by the corporation. The complaint seeks 
permanent injunctive relief against the defendants, and 
an order for ancillary relief including, the appointment 


of a majority of independent directors to the Board of 
Directors; the appointment by the corporation of a 
special auditor to review the books and records of 
WITS, Inc., to determine amounts to be repaid to the 
corporation by Moultrie and Sullivan; the removal of 
Moultrie and Sullivan from voting control of shares of 
the corporation which are beneficially held in an 
employee stock ownership plan; and the appointment 
of an audit committee composed of independent 
directors to maintain internal accounting controls. 


All three defendants have consented to the entry of 
decrees of permanent injunction and orders for 
ancillary relief without admitting or denying the 
allegations of the complaint. 





Litigation Release No. 8437/June 20, 1978 


SEC v. PICTURE ISLAND COMPUTER CORPORATION, 
et. al. 

C.A. 3-4249-C 

(N.D. TEX) 
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Richard M. Hewitt, Administrator of the Fort Worth 
Regional Office of the Securities and Exchange 
Commission, and Daniel R. Kirshbaum, Assistant 
Regional Administrator of the Houston Branch Office, 
today announced that Federal District Judge William 
M. Taylor, Jr., at Dallas, Texas entered an order on 
March 20, 1978, permanently enjoining Peter Francis 
Crosby, now residing at Federal Correctional Center, 
New York, New York, from further violations of the 
registration and antifraud provisions of the federal 
securities laws. This order was entered on the 
Commission’s Motion for Summary Judgment. 


On April 20, 1978, Judge Taylor entered a further order 
on his own initiative dismissing the Commission’s 
action without prejudice as to Harold Russell Hill and 
Computer Resources Corporation, addresses 
unknown. 


In its complaint filed October 23, 1970, the 
Commission alleged that Crosby had violated and had 
solicited the other named defendants to participate in a 
scheme to violate the registration and antifraud 
provisions of the federal securities laws in connection 
with the offer and sale of the common stock of Picture 
Island Computer Corporation. The entry of the above 
orders concludes this action. 


For further information see Litigation Release Nos. 
4786, 4865 and 8340. 





Litigation Release No. 8438/June 20, 1978 


U.S. v. WALTER WENCKE, et. al. 
(S.D. Cal., Crim. 77-0539) 


Gerald E. Boltz, Regional Administrator for the 
Securities and Exchange Commission in Los Angeles 
and the United States Attorney’s Office in San Diego, 
jointly announced that on June 12, 1978, the Honorable 
Leland C. Nielsen, United States District Judge for the 
Southern District of California, sentenced Walter 
Wencke of San Diego to five years imprisonment and a 
fine of $31,000. In addition, Wencke was placed on five 
years probation and ordered to make restitution. 
Wencke was convicted on April 28 by a jury on 13 
counts of mail fraud and securities fraud. Wencke’s 
conviction arose from his activities in connection with 
Sun Fruit, Ltd., a Nevada corporation he controlled. 
Certain other defendants in the case, Paul Potter, John 
Dees, Richard Mets and Warren Wood, previously had 





entered pleas of guilty and were sentenced to varying 
prison terms by Judge Nielsen. 


The case arose from a joint investigation by the 
Securities and Exchange Commission, the U.S. 
Attorney’s Office in San Diego, postal authorities and 
the Internal Revenue Service. A related civil action was 
brought against Wencke and several other defendants 
by the Securities and Exchange Commission in July 
1976. For further information see Litigation Releases 
Nos. 7517, 7741, 7757, 7874, 8084 and 8150. 





Litigation Release No. 8439/June 20, 1978 


SEC v. WESTERN GEOTHERMAL AND POWER 
CORP.., et al. 
(District of Arizona, CIV 77-504-CAM) 


Gerald E. Boltz, Administrator of the Los Angeles 
Regional Office of the Securities and Exchange 
Commission today announced that on June 6, 1978, 
the Honorable Carl A. Muecke, Judge of the United 
States District Court for the District of Arizona issued a 
temporary restraining order against defendants 
Western Geothermal and Power Corporation, David V. 
Tolle, its president, Robert D. Cornell, a consultant to 
the company, all of Scottsdale, Arizona and Frank D. 
Bryan, the company’s former secretary-treasurer of 
Reno, Nevada. The order restrains these defendants 
from future violations of the registration and anti-fraud 
provisions of the federal securities laws. It was also 
announced that on January 16, 1978, defendants 
Gilbert N. Freeman and Harry Wells both former 
directors of the company and both of Phoenix, 
Arixona, consented, without admitting or denying the 
allegations in the Commission’s complaint, to the 
Court’s entry of Final Judgments of Permanent 
Injunction from further violations of the registration 
and anti-fraud provisions. A hearing on the 
Commission’s motion for preliminary injunction is 
scheduled for July 17, 1978. 





Litigation Release No. 8440/June 20, 1978 


S.E.C. v. BASIC FOOD INDUSTRIES, INC., et al. 
(United States District Court for the District of 
Columbia) 

Civil Actions Nos. 77-1587 and 78-1127 


The Commission announced today the filing in the 
United States District Court for the District of Col- 
umbia of a civil injunctive action against Basic Food In- 
dustries, Inc. (“BFI”), Allan H. Applestein (“Apple- 
stein”), the Fremont Company (“Fremont”), Fremont of 
Delaware, Inc. (“Fremont-Delaware”) and Alexander C. 
Kono (“Kono”). Judge Flannery of the United States 
District Court for the District of Columbia, upon con- 
sent of the parties, entered an order consolidating this 
action with S.E.C. v. Basic Food Industries, Inc., et al. 
(Civil Action No. 77-1587). Judge Flannery also entered 
judgments of permanent injunction against all of the de- 
fendants pursuant to their consent, which settlements 
terminated both of the Commission’s actions. The de- 
fendants neither admitted nor denied the allegations of 
either Complaint. 


The Commission’s complaint charged that during the 
summer of 1977, Kono, on behalf of Fremont, offered 
to purchase Applestein’s control block of BFI stock for 
approximately $1,800,000 (approximately $4 per share). 
After negotiations between Kono and Applestein had 
terminated, Fremont-Delaware, on or about September 
28, 1977, acquired control of BFI directly from the 
company for $1.50 per share, which was inadequate 
and not reflective of the true value of BF! stock at the 
time. The Commission further alleged that after the BFI 
Board meeting during which Fremont purchased 
1,200,000 shares of BFI, Applestein, who had objected 
to the transaction, threatened to institute legal action 
to unwind the sale. Thereafter, discussions between 
Applestein and Kono ensued regarding Fremont’s pur- 
chase of Applestein’s stock, and on or about October 
1, 1977, Fremont entered into a series of agreements to 
purchase Applestein’s stock in BFI at close to $4.00 per 
share in a transaction which was designed to make it 
appear as though Applestein’s stock was going to be 
purchased for $1.93 per share. The Commission further 
alleged that Fremont, at the same time, intended to 
proceed with a merger with BFI in which the public 
shareholders of BFI would be paid no more than $2.00 
per share, which price was far below what might have 
been obtained for the shareholders in arm’s length 
bargaining. The Complaint charged that the sale of 1.2 
million shares of BFI to Fremont was authorized by 
BFl’s Board at a meeting during which a major New 
York Stock Exchange company interest in purchasing 
BFI at about $4.00 per share, subject to completing a 
pre-acquisition investigation. BFI’s Board proceeded 
to authorize the sale of stock to Fremont despite the 
inadequacy of the consideration to be received by BFI 
and in order to prevent Applestein from reasserting 
control of BFI. 


In connection with these transactions, Schedule 13D 
and Form 8-K were filed with the Commission by 
Fremont-Delaware and BFI, respectively, and a press 
release was issued by BFI. The Commission alleged 
that these documents were false and misleading 
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because, among other things, they failed adequately 
and accurately to disclose the matters above. 


The Commission charged further that Fremont and 
Kono used their newly acquired control of BFI to pre- 
vent BFI from negotiating with the New York Stock Ex- 
change Company which expressed a_ continuing 
interest in purchasing BFI at approximately $4.00 per 
share. As a result of inquiry by the Commission, the 
New York Stock Exchange company conducted an in- 
vestigation of BFI and reaffirmed its interest in the 
company by offering to pay BFI’s public shareholders 
$3.75 per share and Fremont $1.60 per share. Fremont, 
however, rejected this offer and thereby made it im- 
possible for the BFI Board to proceed with regard 
thereto. 


The proceeding with which this action was 
consolidated, upon consent of the parties (Civil Action 
No. 77-1587), was instituted on September 15, 1977 
when the Commission filed a Complaint against 
Applestein and others alleging, among other things, 
violations of Sections 10(b), 13(a), 13(d) and 14(a) of 
the Exchange Act by inter alia diverting to himself and 
others assets of BFI for purposes unrelated to the 
business of BFI and concealing material aspects of 
these transactions in documents filed with the Com- 
mission and disseminated to the investing public. 


Pursuant to the Judgments, BFI is enjoined from 
violating the anti-fraud, reporting, stock ownership and 
proxy provisions of the Federal securities laws, and 
Fremont, Fremont-Delaware and Kono are enjoined 
from violating the reporting provisions of the Federal 
securities laws and are further enjoined from making 
false statements of material facts or omitting to state 
material facts in connection with (a) the acquisition of 
securities of an issuer for the purpose of obtaining 
control, (b) any tender offer or (c) any merger. 


BFI, Fremont, Femont-Delaware and Kono are 
obligated to cause expeditiously either: 


(a) a tender offer to all the shareholders of BFI ex- 
cluding (i) Applestein, (ii) Fremont and Fremont- 
Delaware (hereinafter the public shareholders) at no 
less than $3.75 per share, or 


(b) a cash merger proposal to be approved by the 
Board of BFI whereby the public shareholders shall re- 
ceive in cash $3.75 per share and shall thereafter con- 
summate the tender offer of cash merger within sixty 
(60) days unless such time is extended by action of the 
Court. 


The defendants propose to purchase ail BFI stock held 
by Applestein for approximately $3.45 per share. To en- 
sure available funds for either the tender offer or the 
cash merger, defendants BFI, Fremont and Fremont- 
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Delaware will deposit with an escrow agent, satis- 
factory to the Commission, an amount of at least equal 
to $3.75 for each share owned by the public share- 
holders. The defendants are also required to deposit 
the necessary funds into the escrow prior to the con- 
summation of any transaction with Applestein, and are 
prevented from entering any material transaction or 
agreement with any officer, director or controlling 
person of BFI or its affiliates or taking any action which 
will materially adversely affect the ability of BFI to con- 
summate a transaction with the public shareholders. 


In the event that folldwing the transactions required by 
the Judgment BFI remains a public company as 
defined in the Order, it will appoint three independent 
directors satisfactory to the Commission to its Board 
and establish an Audit Committee with certain 
delineated. functions. BFI is also required by the 
Judgment to correct within forty-five (45) days reports 
previously filed with the Commission. 


Defendant Applestein has consented to the entry of a 
permanent injunction with respect to the anti-fraud, 
reporting, stock ownership, reporting and proxy pro- 
visions of the Federal securities laws. He is further en- 
joined and restrained from serving as an officer, 
director, employee or consultant of any public 
company for a period of nine (9) months and thereafter 
for five (5) years will be subjected to certain notice re- 
quirements, including notifying the Commission, prior 
to assuming any such position. Applestein is pro- 
hibited by the Judgment from acquiring any securities 
of BFI and must disgorge $72,500 which will be 
remitted to the public shareholders of BFI. In the event 
that BFl remains public as defined in the Order, Apple- 
stein must amend and correct all reports previously 
filed by him with the Commission pursuant to Section 
13(d) of the Exchange Act so as to bring such reports 
into full compliance with the law. 


See also, Lit. Rel. No. 8116 dated September 15, 1977. 





Litigation Release No. 8441/June 22, 1978 


SEC v. FDI SECURITIES, INC. et al. 
(D. Del. Civil Action No. 78-250) 


Paul F. Leonard, Administrator of the Washington Re- 
gional Office of the Securities and Exchange Com- 





mission, Richard R. Weir, Jr., Delaware Attorney 
General, and Charles Snyderman, Delaware State 
Securities Commissioner, jointly announced that on 
June 19, 1978, the Honorable Murray M. Schwartz, 
United States District Judge for the District of Dela- 
ware, signed final judgments of permanent injunction 
against FDI Securities, Inc., FDI Financial Corporation, 
FDI Properties, Inc., First Delaware Investors, Inc., FDI 
Management, Inc., F. Lamar Watson, Robert V. 
Holton, Jr., and Edmund Pendleton, all of Wilmington, 
Delaware, and Carl E. Kraus of Ridley Park, Penn- 
sylvania. The judgments permanently enjoin the 
defendants from violations of registration and anti- 
fraud provisions of the federal securities laws, and 
order FDI Financial Corporation, FDI Properties, Inc., 
First Delaware Investors, Inc., and FDI Management, 
Inc., to pay approximately $72,000 to two limited part- 
nerships. This money represents fees which 
defendants caused the partnerships to pay to FDI Fin- 
ancial Corporation before those fees were actually due. 


The defendants consented to the entry of these judg- 
ments without admitting or denying the allegations of 
the Commission’s complaint which was filed 
simultaneously with the entry of the judgments. The 
Commission’s complaint charged that the defendants 
formed, managed, offered and sold interests in limited 
partnerships through the use of materially misleading 
information concerning, among other things, promised 
refunds to investors of monies if partnership offerings 
were not sold out by stated termination dates, the 
financial condition of FDI Financial Corporation, and 


the comingling of money among partnerships and 
between partnerships and FDI Financial Corporation. 





Litigation Release No. 8442/June 22, 1978 


SEC v. DIMENSIONAL ENTERTAINMENT CORPORA- 
TION 

77 Civ. 5290 (CHT) 

(LR- ) 


William D. Moran, Regional Administrator of the New 
York Regional Office, announced that on May 23, 1978, 
the Honorable Charles H. Tenney of the United States 
District Court for the Southern District of New York 
signed a final judgment of permanent injunction 
against Barbara Belle, a/k/a Barbara Newman 
(“Belle”). The judgment enjoins Belle from further 
violations of Sections 5 and 17(a) of the Securities Act 
of 1933, Section 10(b) of the Securities Exchange Act 
of 1934, and Rule 10b-5 thereunder. 


The complaint, which was filed on October 31, 1977, 
alleges that Belle and fourteen other defendants 
participated in an illegal distribution of, and a 
manipulation of the trading market for, the common 
stock of Dimensional Entertainment Corporation. (See 
Litigation Release No. 8198). Belle consented to the 
entry of the injunction without admitting or denying 
the allegations of the Commission’s complaint. 
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